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DISCUSSION PAPER
The Emergence of a Two-Tier Economy: Fact or Fiction?
Robert G. Spiegelman
In a two-tiered economy, there is an elite profes 
sional class that is well paid, while most of the 
workforce is comprised of relatively unskilled, low 
paid workers. Middle-income earners become a 
minority. The idea of a two-tier economy has been 
gaining credence in recent times, fueled by the 
predictions of Peter Drucker that 15 million 
manufacturing jobs will be eliminated over the next
20 years, as manufacturing employment drops from
21 percent to 10 percent of the workforce, while 
simultaneously, shortages are predicted for many 
skilled occupations, i.e., engineering technicians, 
electrical engineers, data processing and machine 
repair specialists, along with construction craft 
workers, heavy equipment mechanics, and secre 
taries. 1 The prospect of a two-tier economy brings 
with it dire predictions about the future of 
America's society, as indicated in the statement of 
the AFL-CIO in its 1983 report on the "Future of 
Work" in America:
America has a large-scale labor surplus, a per 
sistent job shortage condition, aggravated by 
trade and technology development. Four to six 
million jobless workers may become a perma 
nent labor-surplus underclass in a polarized 
two-tier society.
Where are we heading? Will the emergence of a 
two-tier society mark the demise of America's great 
middle class? I believe that a more careful reading of 
the available data and a review of the employment 
projections made by the Bureau of Labor Statistics 
(BLS) raise doubts about the validity of these 
pessimistic expectations.
Automation and the Rise 
of the Information-Based Economy
The two-tier occupational structure has its 
counterpart in the two-economy scenario of in 
dustrial change espoused by futurist John Naisbitt. 
In this view, the first economy is comprised of the 
basic industries that have fueled America's growth 
for much of this century, but is now in decline.
Naisbitt calls this the "sunset economy." The sec 
ond is based on the information economy that is 
emerging as the new and presumably vital source of 
future growth for the country and is labeled the 
"sunrise economy."
Within manufacturing, the sunrise industries are 
reported to be: printing, communications equip 
ment, nonelectric machinery, aerospace, stone, clay 
and glass, instruments, computer and office equip 
ment, and service industry machinery. The sunset 
industries are: metal products, food and tobacco, ap 
parel, chemical and petroleum refining, motor 
vehicles, rubber and plastic products, lumber, 
paper, textiles, iron and steel, nonferrous metals, 
furniture, metalworking machinery, and electric 
lighting equipment.
These industrial shifts are expected to result in a 
two-tier occupational structure, since the skilled, 
middle-income jobs eliminated by the decline of 
sunset industries are not replaced in the sunrise in 
dustries. However, it seems that the terms 
"sunrise" and "sunset" may be overly dramatic. In 
a recent forecast, 2 employment in sunrise industries 
was projected to increase by 1.5 million jobs from 
1983 to 1990. However, employment is also to in 
crease in the sunset industries by 0.6 million jobs. 
Thus, the terms sunset and sunrise imply dif 
ferences in rates of growth, rather than a juxtaposi 
tion of absolute growth and decline.
One often expressed view is that the economy is 
changing from being product-based to information- 
based. There does seem to be some validity in this 
generalization. Studies based on BLS statistics 
show that between 1960 and 1980, so-called tradi 
tional service jobs have remained at about 11 per 
cent of total employment, production jobs in 
manufacturing have declined from about one-third 
to 10 percent of the total, while information-related 
employment, including about half the jobs in 
manufacturing, has grown from about 10 percent to 
a staggering 60 percent of total employment. (Most 
of the remainder are in wholesale and retail trade.) 
The so-called information jobs are expected to grow
by 10 million in the decade of the 1980s, with half of 
these new jobs in clerical or management occupa 
tions.
However, despite claims by some economists, 
such as Lester Thurow and Barry Bluestone, there 
is no evidence that the shift towards high 
technology is causing the elimination of middle- 
income jobs. A concrete example is provided by a 
survey of 600,000 workers in the 18 leading com 
puter and business equipment manufacturers. The 
survey conducted by the Computer and Business 
Equipment Manufacturers Association (CBEMA) 
shows that the pay distribution of workers in this 
high tech industry looks exactly like the distribu 
tion of earnings of workers in general. (See Figure 1.) 
The distribution has modal and median earnings 
about 80 percent of the mean, and a distribution 
skewed toward the upper end. About 60 percent of 
the earners are clustered between 80 percent and 
120 percent of the industry's average, and there is 
no sign of dual modality. 3
Figure 1
Wage Distribution in
Computer and Business
Equipment Manufacturing
Number receiving 
the average wage
20 60 240
PERCENT OF AVERAGE WAGE
Chart shows number of workers in 15 pay categories based on the average 
pay in the industry For example, 127,374 employees receive the average 
wage and 154,333 employees receive 80% of the average wage
SOURCE: Computer and Business Equipment Manufacturers 
Association.
In a careful and thoughtful study of the banking 
industry, Paul Adler of the Harvard Business 
School set about to debunk the myth that automa 
tion represents a de-skilling process, which is part of 
the two-tier hypotheses.4 Adler makes the point that
computerization certainly changes the skill re 
quirements, basically shifting workers from the 
center of the operation to the periphery, and into 
such tasks as data-entry, systems control and 
systems maintenance. These shifts actually 
eliminate more low skill than high skill jobs.
Adler characterizes the central feature of high 
skill work as possessing: (1) responsibility, 
(2) abstractness, and (3) interdependence. Automa 
tion increases responsibility for outcomes, increases 
the need for intellectual mastery of the tasks and 
thus the need for general as against specific training 
(i.e., abstractness), and by creating greater in 
terdependence, reduces the ability to decompose 
tasks. Overall, automation increases rather than 
decreases skill requirements.
Even more to the point, the sector shifts that are 
occurring are having relatively small impacts on the 
distribution of earnings. The following table is 
drawn from a study by Robert Lawrence of the 
Brookings Institution. The study concluded that 
the small, 4 percent decline in the proportion of 
middle-income earners from 1969 to 1983 was due 
almost entirely to the increased proportion of 
women and youth entering the labor force. Both 
groups tended to have earnings significantly below 
the median. For male workers over the age of 25, the 
distribution of earnings did not alter significantly 
over time. Neither the shift from manufacturing to 
services, nor that from low to high technology ap 
pear to have altered the distribution.
Table 1 
Earning Distribution
1969
1983
1995 
(projected)
High 
(percent)
20
21
21
Middle 
(percent)
50
46
45
Low 
(percent)
30
33
34
SOURCE: R. Z. Lawrence, "Sectoral Shifts and the Size of the 
Middle Class," Brookings Review, Fall 1984. 
NOTE: Middle earnings are centered on the median weekly earn 
ings of males working full time. The ranges are made consistent 
across time in terms of real income.
Change in the Distribution 
of the Occupations
After dispelling the notion that the rise of high 
technology or the shift to the information society 
will radically alter the distribution of earnings, we 
must still deal with the fact that there are 
"winners" and "losers" among individual 
jobholders. Some occupational paths will offer 
higher rewards than others. The relative rates of 
growth of high skilled, medium skilled and unskilled
jobs will provide another indication of whether the 
economy is becoming two-tiered
Within the broad job classifications, individual oc 
cupations rise and fall with amazing rapidity. Only 
six of the ten fastest growing occupations in 1983 
were among the top ten in 1981, two years earlier. 
(See Table 2.) Two of the ten in 1983 were not even 
listed as occupations in 1981. Such rapid fluctua 
tions make it difficult to predict "winners" and 
"losers" in the job race. The impact of changes in in 
dustrial composition and technology on occupations 
can be better understood by looking at the changes 
in the distribution of jobs across nine broad occupa 
tion categories: (1) Professional-Technical, 
(2) Management (Administration), (3) Sales, 
(4) Clerical, (5) Craft, (6) Operatives, (7) Service 
Workers, (8) Laborers, except farm, and (9) Farm 
Workers.5
Table 2 
The Fastest Growing U.S. Occupations
Occupation
Computer technician
Legal assistant
Systems analyst
Computer programmer
Computer operator
Office machine repair technician
Physical therapy assistant
Electrical engineer
Civil engineering technician
Peripheral data processing
equipment operator
1983
rank
1
2
3
4
5
6
7
8
9
10
SOURCE: Rankings, U.S. Bureau of Labor Statistics;
SRI International.
*New occupation since 1981.
1981
rank
1
2
3
6
4
5
*
20
*
16
analysis,
Figure 2 shows growth for the historical period 
1972 to 1979, and for the period 1982 to 1995 as pro jected by the BLS. Let us look more closely at what 
the data are saying about each of the nine major oc 
cupation groups.
Professional and Technical
Employment in this group, comprising highly 
educated and skilled workers, grew about 65 percent 
faster than the average for all employment. The 
greater than average rate of growth was due mostly 
to occupational shifts within industries, reflecting 
the increased use of professional and technical 
workers relative to other occupations. To a lesser ex 
tent, the higher growth rate was due to shifts of 
total employment toward industries that hired 
relatively large numbers of professional and 
technical workers (i.e., service industries).
Although the projections to 1995 show that this 
occupational group will continue to increase faster
than average, the differential is smaller than in the 
1970s. Public administration, which employs a large 
proportion of professional and technical workers, is 
expected to grow very little, costing about 1 million 
professional and technical jobs that would have 
been generated if this industry were to grow in pro 
portion to the total.
Figure 2
Percent Employment Change
by Major Occupation Category
1972-1979
PROF MANAG SALES CLER CRAFT OPER SERV LAB FARM
Projected Employment Change
by Major Occupation Category
1982-1995
PROF MANAG SALES CLER CRAn" Of=ER SERV LAB FARM
NOTE: Percent change in total employment; 20.3 percent, 
1972-79 and 28.0 percent, 1982-95.
Management (Administration)
This fast-growing occupation owes its high rate of 
growth mainly to the increased proportion of 
managers in the workforce in each major industry 
group, but especially in manufacturing and services. 
This category is projected to grow the fastest in the 
period to 1995, as industries continue to increase the 
proportion of managers.
Sales
Sales as an occupation grew less rapidly than 
employment as a whole in the 1970s, adding almost
200,000 fewer sales jobs than would have been the 
case if sales job increases had kept pace with total 
employment. The shift of total employment toward 
finance, insurance and real estate helped sales oc 
cupations, because these industries employ large 
numbers of sales workers. However, significant 
reduction in the proportion of sales workers 
employed in retail trade overshadowed all of the 
other changes, eliminating nearly one-half million 
potential sales jobs.
In the projections to 1995, the BLS anticipates 
that growth in sales jobs will keep pace with total 
employment, even though it expects continuation of 
the displacement of sales workers in retail trade. 
This will be balanced by more sales jobs in utilities, 
wholesale trade, finance, insurance and real estate, 
and services.
Clerical
From 1972 to 1979, this large occupation group 
grew more rapidly than the average of employment 
due to a shift toward the finance and service in 
dustries that employed large numbers of clerical 
workers, and to increased use of clerical workers in 
other industries.
The BLS projections indicate that the growth of 
clerical jobs can be expected to slow, with clerical 
jobs projected to grow at a slightly lower rate than 
the average of all jobs to 1995. The service industry 
will still provide one-third of the growth, due to the 
continued shift of total employment toward ser 
vices. The projections reflect the slowdown in 
growth of jobs for clerical workers in offices. Office 
automation is expected to eliminate over 300,000 
potential clerical jobs in the period 1982 to 1985. 
Since almost five million clerical jobs are expected 
to be added in the period, however, the effect of of 
fice automation will remain relatively modest.
Craft
In the period 1972 to 1979, craft jobs grew at 
about the same overall rate as total employment, 
even though the shift in employment away from 
manufacturing cost about 300,000 craft jobs. In the 
period 1982 to 1995, craft employment is expected 
to increase at a rate slightly below employment as a 
whole. Surprisingly, it is loss of jobs in public ad 
ministration rather than declines in manufacturing 
that lead to the anticipated relative decline in the 
growth rate of craft employment.
Operatives
The mainstay of the workforce only 30 years ago, 
operatives comprise an ever shrinking proportion of 
the workforce today. From 15 percent of the civilian, 
nonagricultural workforce in 1972, operatives will 
shrink to 12 percent in 1995. From 1972 to 1979,
operative jobs grew at only 60 percent of the rate of 
total employment. Industry shifts away from 
manufacturing have cost about 800,000 jobs. The 
decline in the use of operatives within industries, 
especially manufacturing, has cost another 200,000 
jobs.
In the projected period, shifts in total employ 
ment away from nondurable manufacturing and 
declines in the use of operatives within manufactur 
ing, i.e., substitution of other occupations in produc 
tion, will eliminate over a million potential operative 
jobs in manufacturing by 1995, according to the 
BLS. Nevertheless, the number of operatives is pro 
jected to continue to increase, with 2.4 million new 
jobs by 1995, half of them in durable manufactur 
ing.
Service Workers
Growth of service worker employment has been 
slower than average, even though industry shifts 
have strongly favored them. The reason for the slow 
growth has been strong decline in the use of service 
workers in the finance and service industries. It is 
anticipated that from 1982 to 1995, service workers 
employment will grow at the same rate as total 
employment, as a result of two conflicting trends. 
The shift of total employment toward services and 
trade adds jobs for service workers, while the con 
tinued decline in use of service workers within broad 
industry categories eliminates job prospects. On 
balance, service employment is expected to grow by 
4.4 million service jobs in the period.
Laborers
Laborers, other than farm workers, are spread 
throughout the economy, and then- employment has 
grown at a rate considerably less than employment 
as a whole, primarily because of large declines in the 
use of laborers in construction, utilities and ser 
vices. Industry shifts away from agriculture and 
manufacturing also have reduced employment op 
portunities. Projected employment is kinder to 
laborers, with growth in employment of laborers ex 
pected to be at a rate only slightly below the average 
for all employment. Projected declines are the result 
of predictions that almost all industry groups will 
reduce employment of laborers relative to other oc 
cupations. Farm labor employment will continue its 
historic decline, both relatively and absolutely.
Summary
Lumping the hundreds of job classifications into 
nine categories can only provide a rough guide to 
the future outlook for jobs. Some caveats are worth 
mentioning. The rather conservative projection 
methodology of the BLS results in modest changes 
in the distribution of employment among the nine 
categories. However, there is a small upward shift in 
the quality of jobs. Above average growth is occurr-
ing, and is projected to continue, in the profes 
sional/technical and management categories, while 
service, operative and laborer jobs are expected to 
grow at below average rates. The middle-level craft, 
sales and clerical categories will continue to provide 
more than half the jobs.
The expected rapid growth of professional and 
technical occupations should be encouraging to 
those entering college, but new entrants in this oc 
cupation group must look to the private, not the 
public, sector to provide the new jobs. An increasing 
proportion of these jobs will be in the service in 
dustries.
The rate of growth in sales jobs is expected to pick 
up after the sluggish growth in the 1970s and early 
1980s. Growth of sales jobs in the finance, insurance 
and real estate sectors, as well as the service sector, 
will provide the above average growth rate for sales 
occupations.
Despite some cooling in the demand for business 
school graduates, there is evidence that the demand 
for managers will continue to outpace the average of 
total employment by a considerable margin due 
both to the industrial shift toward management- 
intensive industries and due to the increasing pro 
portion of managers in the employment composition 
of all industries.
Conclusion
The emergence of a two-tier economy would have 
serious implications for the survival of American 
society as we know it. Fortunately, trends in the 
earnings distribution and occupations provide no 
evidence that the economy is moving in that direc 
tion. For the time being, the normal, single mode 
distribution prevails.
NOTES
1. See Pat Choate and Noel Epstein. "The Work Force of the 
Future." Nation's Business (November 1982).
2. The forecast was made by use of the University of Maryland's 
Interindustry Forecasting Model. (See M. R. Boyle. "New Direc 
tions for Economic Development in an Information Based 
Economy," Economical Development Review (Winter 1984)).
3. See P. Behr article in the Washington Post, April 16, 1984, 
citing Vico Henriques, President, CBEMA.
4. See P. Adler. "New Technologies, New Skills." Harvard 
Business School, Division of Research, Working Paper 
9-784-076, May 1984.
5. For more detailed discussion and description of past occupa 
tional changes see Carol Boyd Leon. "Occupational Winners and 
Losers: Who They Were During 1972-80." Monthly Labor 
Review (June 1982). The reader interested in information on the 
outlook for individual occupations should consult U.S. Depart 
ment of Labor, Bureau of Labor Statistics, Occupational 
Outlook Handbook: 1984-85 Edition for additional data.
The BUSINESS OUTLOOK
for WEST MICHIGAN
Fourth Consecutive Quarter Without Significant Change
Grand Rapids continues to be the growth story of West Michigan. Of the 9,900 wage and salary 
jobs added in West Michigan in the first half of 1985, 9,100 were in Grand Rapids. The Index of 
Leading Indicators points to stable or slightly declining employment for the whole area for the rest 
of the year. There are no signals from the national economy that would suggest significant change 
in the near term.
In the second quarter of 1985, only Grand Rapids 
among West Michigan metropolitan areas advanced 
significantly. Employment in Grand Rapids averag 
ed about 4 percent over the year earlier and 3.3 per 
cent over the fourth quarter. For the fourth con 
secutive quarter, employment in the other three 
metropolitan areas displayed no substantial change. 
The continued decline in the Index of Leading In 
dicators and the projections provided by 
BUSINESS OUTLOOKS statistical model indicate 
stable or slightly declining employment for most of 
the region over the near term. Only buoyant con 
sumer sentiment gives rise to a promise of near-term 
growth. On the other hand, none of the indicators 
point to substantial decline.
The West Michigan economy can be expected to 
perform similarly to that of the nation. In the sec 
ond quarter of 1985, real U.S. GNP grew at an an 
nual rate of 1.7 percent, significantly better than the 
0.3 percent rate achieved in the first quarter, but 
still far below the rates achieved in the first half of 
1984, and not regarded as particularly robust for 
this stage of the cycle. 1 The accelerated growth in 
the second quarter was as predicted; however, the 
outlook for the remainder of 1985 is uncertain. The 
composite index of leading indicators for the nation 
has been flat since the middle of 1984, and civilian 
employment has not increased since March of 1985. 
Overall indications are that modest growth should 
continue through the end of 1985. Thus, there are no 
signals from the national economy that would sug 
gest significant change for West Michigan.
In the previous issue of BUSINESS OUTLOOK, 
we showed that employment trends in Battle Creek 
and Muskegon have mirrored those in the state as a 
whole, whereas Kalamazoo .and Grand Rapids have 
performed better. In the second quarter, the
economy of the state actually performed somewhat 
better than the economies of Battle Creek, 
Kalamazoo and Muskegon. At the end of the second 
quarter, wage and salary employment in Michigan 
stood 2.5 percent above the year-end level, whereas 
Battle Creek's and Muskegon's employment were 
unchanged and Kalamazoo's was only fractionally 
higher. Only Grand Rapids has exhibited growth (at 
3.3 percent) above the state average.
Index of Leading Indicators
As shown in Chart 1, the Index of Leading In 
dicators for West Michigan declined slightly in the 
second quarter of 1985 to a value of 89, about 3 
points below the 92 registered in both the first
Chart 1
Index of Leading Indicators 
West Michigan Area
(1977=100)
Index
200
100
72 74 76 78 80 82 84
SOURCE: The Institute. Dates of recessions from National 
Bureau of Economic Research, Inc.
NOTE: Shaded areas indicate national recessions. Dates of turn 
around: P=peak, T=trough. 
*Index for 1985:11 quarter=89.
quarter of 1985 and the fourth quarter of 1984. By 
itself, a one-quarter decline of this magnitude is in 
consequential. Since this is the fifth quarter of 
decline out of the last six quarters, however, we con 
tinue to be concerned over the lack of vitality in this 
index. The pattern of slow decline, which has been 
exhibited by this index since the fourth quarter of 
1983, is mirrored in the index for the State of 
Michigan (see Chart 2).
Chart 2
Index of Leading Indicators 
Michigan
(1977=100)Index
200
100
72 74 76 78 80 82 84
SOURCE: The Institute. Dates of recessions from National 
Bureau of Economic Research, Inc.
NOTE: Shaded areas indicate national recessions. Dates of turn 
around: P=peak, T=trough. 
*Index for 1985:11 quarter=88.
In the last issue of BUSINESS OUTLOOK we 
mentioned that the first-quarter pattern among the 
four metropolitan areas of West Michigan differed 
from previous quarters in that the homogeneity 
among the areas was broken by the better perfor 
mance of Grand Rapids. This did not recur in the 
second quarter. As had been true in the year prior to 
the first quarter of 1985, the leading indicators in all 
four areas are behaving in similar fashion, each ex 
hibiting small declines from the previous quarter 
ranging from a fraction of a point in Kalamazoo to 3 
points in Grand Rapids. None of these declines can 
be regarded as serious in themselves.
Other second-quarter indicators signal a generally 
flat to slightly declining economy in West Michigan 
that is consistent with the trend in the leading in 
dicators. The Index of Help-Wanted Advertising, 
which rose in the first quarter of 1985, declined by 1 
point in the second quarter. (See Chart 3.) This 
decline was the result of small increases in Grand 
Rapids and Muskegon, and a large decrease in 
Kalamazoo. However, the decrease in Kalamazoo, as 
can be seen in Table 6, was a decline from an excep 
tionally large rise in the first quarter of 1985. That 
rise was grossly out of line with historical trend, and
thus, the decline in the current quarter should not be 
interpreted as anticipating a real decline in 
economic activity. The trend in Kalamazoo's help- 
wanted advertising from the fourth quarter of 1984 
to the second quarter of 1985, ignoring the index of 
help-wanted ads for the first quarter of 1985, shows 
an average annual rate of growth of about 2 to 3 per 
cent, in line with other indicators of economic activi 
ty.
As described in the note to Table 3, the West 
Michigan Index of Leading Indicators is comprised 
of seven components, three of which are local and 
four national. The most heavily weighted compo 
nent (comprising about 40 percent of the weight in 
the index) is average weekly hours of work in pro 
duction. Overall in West Michigan, average weekly 
hours of work has remained steady at about 41 
hours since the fourth quarter of 1984.
Charts
Index of Help-Wanted Advertising 
West Michigan - 4 Metro Areas
(1977=100)Index
200
100
72 76 78 82 84
SOURCE: Based on the daily volume of employment adver 
tisements in Battle Creek Enquirer, Kalamazoo Gazette, 
Muskegon Chronicle, and Grand Rapids Press, adjusted for 
recurring variations. Dates of recessions from National Bureau 
of Economic Research, Inc.
NOTE: Break occurs in 1978 when strict comparability inter 
rupted. Shaded areas indicate national recessions. Dates of turn 
around: P=peak, T=trough. 
*Index for 1985:11 quarter=108.
The drop in the value of the Index of Leading In 
dicators has been caused by declines in the number 
of dwelling units constructed and in all of the na 
tional components of the index. The proportion of 
firms reporting an increase in purchased material in 
ventories exhibited the largest decline in this group, 
causing that component of the index to drop from 91 
in the first quarter to 82 in the second. A decline in 
build-up of material inventories usually precedes a 
decline in growth of output of finished products. The 
other national component to decline sharply was the 
proportion of firms reporting a slowing in delivery 
time. Faster delivery time implies a reduction in
pressure on production capacity. The other two na 
tional components, new orders and material prices, 
also declined but to a lesser degree.
The decline in the number of new dwelling units 
put under construction, from an unusually high 
level in the first quarter of 1985 to a level about 
equal to that in the fourth quarter of 1984, should 
not be regarded with concern. Overall, the local com 
ponents of the index indicate near-term stability, 
but there is no sign of any impending upsurge of ac 
tivity. The national components are somewhat more 
negative, especially since they represent a continua 
tion of the decline that started in the second quarter 
of 1984.
Survey of Consumer Attitudes
Despite the evidence of a flat trend in the 
economy, consumers are optimistic about the 
future. From April (the month of the last survey) to 
July, the overall Index of Consumer Sentiment rose 
in all four areas, as shown in Table 1. The largest in 
creases were in Kalamazoo and Muskegon. Increas 
ed optimism seems incompatible with no growth in 
employment and a persistently high rate of 
unemployment. This optimism may be the result of 
the low rate of inflation and lower interest rates. It 
could also be the result of two-and-one-half years of
relative prosperity. Whatever the cause, the result 
is a strong predilection toward consumption. 
Responses to questions as to whether it is a good 
time to buy a home, a household item or a car 
became even more positive in the current survey. An 
overwhelming preponderance of responders say that 
now is a good time to buy. 2 In fact, consumers are in 
creasing their purchases of durables on credit, as 
consumer debt in the U.S. rose to an alltime high of $500 billion. This high debt level may retard future 
increases in the purchase of durables.
There is also increased optimism about the future 
of the economy. There was a substantial increase in 
the proportion of respondents who believe that 
business conditions in the area are going to im 
prove an increase from an already optimistic 
stance. There was also a small increase, in all areas 
except Grand Rapids, in the proportion believing 
that their own financial circumstances will improve 
over the next year. Continued high levels of op 
timism regarding the future are consistent with 
those found on the national level, and also consis 
tent with the continued low levels of savings in the 
American economy.
Among the four West Michigan areas, the dif 
ferences observed in the previous survey were reduc 
ed as the areas previously lagging in growth Bat-
Table 1
Index of Consumer Sentiment in West Michigan 
April and July 1985
Battle Creek Grand Rapids Kalamazoo Muskegon
Overall index and selected questions Apr. '85 July '85 Apr. '85 July '85 Apr. '85 July '85 Apr. '85 July '85
Overall Index of Consumer Sentiment 89 92 102 103 93 102 90 98
Personal Situation
Expect to be in better financial situation in one year?
Expected income next 12 months compared to last 
12 months?
Income relative to prices, next year or two?
Okay to use savings for purchase?
Okay to buy on credit?
116
132
74
91
53
121
135
79
80
45
134
154
97
107
70
126
152
93
111
72
130
150
89
92
66
130
145
93
105
69
115
127
84
86
73
122
141
87
83
82
General Economic Conditions
Business conditions over the next 12 months?
Business conditions in one year?
Now a good time to buy a house?
Now a good time to buy major household items?
Good time to buy a car in next 12 months?
122
113
121
144
143
134
117
129
148
118
145
114
139
163
142
148
118
155
160
147
131
116
130
146
143
153
124
149
162
147
109
119
110
148
120
145
124
137
150
123
SOURCE: Survey of Consumer Sentiment, F. E. Seidman School of Business, Grand Valley State College.
NOTE: The index is constructed as follows: % Better - % Worse+100; such that indexes greater than 100 indicate positive or optimistic
sentiment, and indexes below 100 are negative, on balance.
tie Creek and Muskegon showed greater improve 
ment in consumer attitudes than did Grand Rapids, 
the leader in economic growth in the region.
Labor Market Activity
Based on information available through the 
fourth quarter of 1984, the previous issue of 
BUSINESS OUTLOOK predicted that over "the 
next three to six months, employment will continue 
to grow in Grand Rapids, with stable or slightly 
declining employment likely in the rest of West 
Michigan." The wage and salary data now available 
through the end of May 1985 (and estimated by 
BUSINESS OUTLOOK through the end of the sec 
ond quarter) essentially confirm this prediction. (See 
Table 8.) Employment in Grand Rapids increased 
sharply in the first quarter of 1985 and then added a 
small increase in the second quarter.
Employment in Battle Creek fell in the first 
quarter, then rose in the second quarter, reaching a 
seasonally adjusted high not attained since 1981. 
Employment in Kalamazoo rose slightly in each of 
the last two quarters to a new post-recession high, 
whereas employment in Muskegon rose in the first 
quarter, then fell in the second quarter. Overall, 
seasonally adjusted employment increased by 9,900 jobs in the four West Michigan areas between the 
fourth quarter of 1984 and the second quarter of 
1985, and Grand Rapids accounted for 9,100 of this 
increase. Thus, employment growth in Grand 
Rapids in the first half of 1985, at an annual rate of 
6.6 percent, was considerably above the rate for the 
state (5 percent) or the nation (3.5 percent). Growth 
in the other West Michigan areas, at an average an 
nual rate of 0.8 percent, was considerably below 
these other benchmarks.
One encouraging aspect of this news is that the 
stability shown in total employment is reflected in 
the trends in manufacturing employment, which 
had been relatively weak in this recovery. At the 
peak of manufacturing employment reached in the 
second quarter of 1979, there were 69 manufactur 
ing jobs for every 100 private nonmanufacturing jobs in West Michigan. At the bottom of the last 
recession, in the fourth quarter of 1982, there were 
only 56 manufacturing jobs for every 100 private 
nonmanufacturing jobs. The ratio improved slightly 
during the current recovery, reaching a level of 
about 60 manufacturing jobs for every 100 private 
nonmanufacturing jobs in the first quarter of 1984. 
It has remained at that level through the second 
quarter of 1985. The more rapid growth of produc 
tivity in manufacturing plus other structural 
changes may have changed permanently the ratio of 
manufacturing to nonmanufacturing jobs on a na 
tional basis. However, the often heard prediction 
that manufacturing jobs are disappearing has not 
yet been borne out in West Michigan, as the ratio of
manufacturing-to-nonmanufacturing jobs has re 
mained fairly constant for the last year and one-half. 
(See BUSINESS OUTLOOK Discussion Paper.)
The statistical extrapolation model used by 
BUSINESS OUTLOOK predicts that, overall in 
West Michigan, employment by the end of 1985 will 
be roughly at the same level as at the end of 1984. 
This is a slightly better prediction than previously 
provided by the model, which had indicated slightly 
lower employment by the end of 1985. However, 
there are differences among the areas in the 
predicted path. On a year-to-year basis in Grand 
Rapids, employment is expected to be about 7,000 
higher at the end of 1985, whereas it will be lower by 
almost the same amount in the other three areas. 
Considering changes from the second quarter of 
1985 to the fourth quarter of 1985, about a 2,000 
drop in persons employed is expected in each of the 
four areas. The unemployment rate cannot be up 
dated from that reported in the previous issue of 
BUSINESS OUTLOOK, because MESC has not 
released more recent data.
Conclusions
The West Michigan economy, except for Grand 
Rapids, has stabilized (or stagnated take your 
choice) at a level of employment reached in the mid 
dle of 1984. Except for buoyant consumer attitudes, 
the indices point to stable or slightly declining 
employment in Battle Creek, Kalamazoo and 
Muskegon. Whatever growth will occur between 
now and the end of the year is expected to occur in 
Grand Rapids, which continues to outperform the 
rest of West Michigan, and indeed most of the state.
The Index of Leading Indicators continues the 
slow downward drift evident in five out of the last 
six quarters in all four of the metropolitan areas of 
West Michigan that are followed by BUSINESS 
OUTLOOK. For the area as a whole, BUSINESS 
OUTLOOK's short term extrapolations anticipate 
that by the end of 1985 employment will return to 
the 1984 year-end level. Grand Rapids' employment 
will be higher, and the other three areas' employ 
ment is expected to be somewhat lower than in the 
fourth quarter of 1984. Consumers remain very op 
timistic, encouraging expectation that there will be 
further increases in the level of consumer spending, 
despite the evidence that consumers have an 
historically high level of consumer debt. If interest 
rates rise again in response to the failure of the 
federal government to reduce the deficit, then it is 
hard to imagine continued growth in consumer 
spending.
Thus, BUSINESS OUTLOOK continues to ex 
pect a lackluster economy in West Michigan for the 
rest of this year, a picture relieved only by the con 
tinued growth in Grand Rapids. However, there are
developments, such as expanding tourism in 
Muskegon, expansion of the Kellogg Company in 
Battle Creek and that of the Upjohn Company in 
Kalamazoo that give promise for 1986. In addition, 
the impetus from the Saturn adventure in 
Kalamazoo should provide the basis for more 
dynamic economic growth in the future, provided 
the national economy does not falter.
NOTES
NOTE: BUSINESS OUTLOOK did not receive the results of the 
survey of members of the Purchasing Management Association
of West Michigan for the months of May and June in time for 
this publication. We expect to report on the survey in the next 
issue.
I. The 0.3 percent rate of growth for the first quarter represents 
a revision of the "flash" rate of 1.3 percent reported in the 
previous issue of BUSINESS OUTLOOK.
2. It must be pointed out, however, that the responders are not 
terribly consistent in their responses. If the rate of inflation is 
down, why do responders still expect prices to rise faster than 
their incomes? If interest rates are low, thereby encouraging 
consumption, why doesn't a larger proportion of responders say 
that it is okay to buy on credit?
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The BUSINESS OUTLOOK
for the BATTLE CREEK AREA
A Pause in the Downward Drift
Phyllis R. Buskirk 
W. E. Upjohn Institute
Economic growth suffered a short interruption in the first quarter of 1985 in the Battle Creek 
area. During the second quarter, new data reveal that initial unemployment insurance claims have 
already improved, employment rose to its highest level in three-and-a-half years, and consumer sen 
timent turned less pessimistic. With prerecession levels far from regained, job growth will have to 
accelerate to match anticipated increases in labor force participation.
The outlook for the Battle Creek area remains 
relatively unchanged, with second quarter signs still 
pointing toward near-term reductions in economic 
activity. The signals are much the same as they 
were six months ago. The Index of Leading In 
dicators is drifting down. Despite an increase in op 
timism, consumer spending will be drawn mostly 
from current earning levels. Shoppers are express 
ing reluctance to commit more of their savings or to 
extend their debt burden. Labor market conditions 
will hold steady but experience will vary by in 
dustry. Greater strength in the national economy 
over the next three to six months would bolster local 
prospects. Until such improvement occurs, some 
sectors within the local economy will experience fur 
ther contractions.
Battle Creek's economic expansion leaders con 
tinue their efforts to attract Japanese producers to 
the area. The presence of the Frederick R. Brydges 
Customs Cargo Center provides a setting where 
working relationships with foreign firms have been 
established. Contacts made through this center 
have materialized into long term commitments to 
the area. The recent announcement by Nippondenso 
Company Ltd. officials that their new plant, now 
under construction at the Fort Custer Industrial 
Park, will employ 800 rather than 500 workers by 
1988 and cost $92 million rather than $63.7 million 
is an example of such a success story. Also, local 
firms are pursuing customers in the international 
markets, e.g., Union Pump Company, a nonelec 
trical machinery firm, recently obtained a 
marketing foothold in China. The recent World Hot- 
Air Balloon Championship brought welcome inter 
national exposure in terms of tourism and potential 
business contacts. In addition, other major auto
plant location decisions remain viable possibilities 
as of the end of July with spin-off from the Saturn 
location furor impacting favorably on these efforts.
Index of Leading Indicators
The Battle Creek Index of Leading Indicators 
drifted a little lower in the second quarter of 1985, 
as can be seen on the accompanying chart. Of the 
seven components of the index, only initial claims 
for unemployment insurance moved in a positive 
direction. 1 As a result, some sectors within the local 
economy, already suffering long-term declines, are 
expected to experience further contractions.
Chart 4
Index of Leading Indicators 
Battle Creek Area
(1977=100)Index
200
100
72 74 76 78 80 82 84
SOURCE: The Institute. Dates of recessions from National 
Bureau of Economic Research, Inc.
NOTE: Shaded areas indicate national recessions. Dates of turn 
around: P=peak, T=trough. 
*Index for, 1985:11 quarter=90.
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The number of initial claims for unemployment in 
surance (Ul-state programs) filed in the second 
quarter averaged 414 per week, as Table 4 shows. 
This was 7 percent lower than the level set in the 
first quarter. This represents a marked shift in a 
positive direction, since claim levels move in inverse 
relation to economic conditions. Filing activity had 
jumped 10 percent in the first quarter. While not 
strong enough to take UI claims back to their fourth 
quarter level, this most recent decline echoed the 22 
percent falloff that had occurred between the first 
and fourth quarters of 1984.
Hours worked by production workers in manufac 
turing firms in the Battle Creek area were, on 
average, down slightly from 41.7 hours in the first 
quarter to 41.5 in the second. In fact, hours have 
been reduced at an annual rate of 3.4 percent ever 
since the second quarter of 1984. By this stage of an 
expansionary period, a moderation in hours worked 
would be expected. Unfortunately this moderation 
(which began one-and-three-quarter years after the 
national peak) has not been accompanied by any 
sizable, lasting additions to manufacturing employ 
ment in Battle Creek.
The number of new dwelling units put under con 
tract in Battle Creek declined 28 percent in the sec 
ond quarter to 222 units on a seasonally adjusted 
annual rate (saar). In the first quarter, contracts 
covered 307 units (saar). Since 1979, when 790 units 
were recorded, this highly volatile index has dwindl 
ed to a fraction of its pre-1977 level. Projections for 
the remainder of the year indicate that new units 
covered by residential construction contracts let in 
1985 are not likely to equal the 363 units recorded 
for all of 1984.
Each of the national components of the Index of 
Leading Indicators exerted a negative effect on the 
Battle Creek composite index. Due in part to flat in 
dustrial production levels and declining capacity 
utilization rates in the nation as a whole, the change 
in inventories index fell by 10 percent, vendor per 
formance by 5 percent, changes in material prices by 
3 percent, and new orders by 2 percent.
In summary, the Battle Creek Index of Leading 
Indicators declined 1 percent to 91 (1977=100). In 
doing so, the index continued to reflect the negative 
impact of the nation's slow industrial growth along 
with local sluggishness in the number of new 
residential units put under contract and in average 
weekly hours worked. Initial claims for unemploy 
ment insurance was the only component index that 
showed improvement. The downward drift in the in 
dex indicates that portions of the Battle Creek 
economy, especially durable goods manufacturing, 
can expect to experience declines in activity levels.
Survey of Consumer Attitudes
The overall Index of Consumer Sentiment for Bat 
tle Creek rose from 89 in April to 92 in July, in 
dicating a somewhat less pessimistic stance con 
cerning spending than existed three months earlier. 
When asked whether the local area's economy 
changed over the past 12 months, a sizable group 
(81 percent in July against 82 percent in April) 
answered that conditions in the Battle Creek area 
either remained the same or improved. More 
respondents, 59 percent in July against 54 percent 
in April, expect unemployment to remain the same 
in the coming year, whereas, the population an 
ticipating less unemployment declined from 22 to 20 
percent.
Confidence that their household income will in 
crease over this coming year has risen 7 index points 
between April and July, as Table 1 shows. However, 
inflation expectations are still pervasive in Battle 
Creek. Over one-third look for rising costs to cut 
more deeply into their income, close to the same pro 
portion that expected a fall in real income in the 
prior survey. This pessimism extended to attitudes 
about spending out of savings and using credit. In 
each case, the majority indicate conservative at 
titudes that became stronger in July.
While Battle Creek respondents were growing 
more wary about spending their money, market con 
ditions were perceived as being favorable for buy 
ing. An increasing majority feel that now is a good 
time to buy a house or a major household item, 55 
and 61 percent, respectively. (Favorable responses 
to both questions had been just a percentage point 
lower in April.) Knowledge about the coming round 
of automobile price increases may have caused a 
falloff in enthusiasm for new car buying over the 
next 12 months. Those favoring purchase declined 
from 62 to 50 percent between April and July. Of 
course, some Spring car buyers may be "out of the 
market." Meanwhile, confidence in the national 
economy has grown, as 54 percent of the Battle 
Creek respondents expect national business condi 
tions to be relatively good over the next 12 months. 
Only 21 percent expect things to turn sour. 2
Caught up in conflicting feelings about the best 
moment to buy and the wise use of assets, local 
residents appear to be torn between their perception 
of a good buyers' market and their personal reluc 
tance to dip into present assets or to extend their 
debt burden. Since the survey does not ascertain the 
current level of debt already outstanding, it is possi 
ble that residents in this and other areas have 
already hit their credit burden maximum and are 
reflecting fears of overextension.
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Labor Market Activity
Wage and salary employment increased very 
modestly in the Battle Creek single-county labor 
market area during the second quarter of 1985, 
essentially recovering the employment lost in the 
first quarter. Total wage and salary employment 
rose by 1.4 percent in the second quarter (0.4 per 
cent after seasonal adjustment). While this April- 
June increase seems very modest, it was just 
enough to boost wage and salary employment to 
53,300 (see Table 8), the highest quarterly total for 
the single-county area since the third quarter of 
1981. 3
As shown below, all of the growth in seasonally 
adjusted wage and salary employment is occurring 
in the private nonmanufacturing sector.
Percent change 
first to second quarter
Seasonally
Unadjusted adjusted Annual 
data data rate
0.4 1.6
Employment category
Total, wage and salary 1.4
Private nonmanufacturing 2.1
Manufacturing -0.1
Government 0.4
0.4 
0.0 
0.0
1.6 
0.0 
0.0
The employment increase shown above is consis 
tent with an increase in the demand for workers. In 
fact, the Battle Creek Help-Wanted Advertising In 
dex, which serves as a measure of worker demand by 
employers, had risen in the fourth quarter of 1984 
from 90 to 101, and in the first quarter of 1985 to 
103. Most recently, the ad index declined slightly, 
by 1 percent, to 102 in the second quarter of 1985. 
That falloff was so small that stable hiring levels 
can be expected in the next few months.
Institute projections indicate that the local 
workweek will remain fairly steady at 41.5 hours 
through the third quarter. This relative stability can 
mask a considerable amount of variation. Some in 
dustries had hourly schedules which were increased, 
some had no change, while others registered 
decreases. For example, in May of 1985, 5.9 thou 
sand workers in the food industry (part of the 7.9 
thousand workers in the nondurable industry group) 
were working 45-hour schedules. Their hours were 
up slightly higher than the 44.5 they clocked in 
March. The durables industry group included some 
1.2 thousand in the primary metals industry who 
worked just over 41 hours per week in both periods. 
Meanwhile, nonelectrical machinery workers 
numbering 2.8 thousand who had posted almost 43 
hours in March dipped below 40 hours in May.
Hours worked beyond a "standard" 40-hour week 
in manufacturing generally earn premium pay. Until 
firms hire more workers and/or reduce operating 
schedules, those overtime hours can boost weekly
earnings substantially. Since approximately 31 per 
cent of total personal income in the Battle Creek 
MSA is generated by manufacturing earnings,4 
adverse impacts on production activity that shorten 
the workweek and diminish weekly earnings of this 
group, tend to ripple rapidly through the local 
economy.
At the time of this writing, MESC had not releas 
ed any 1985 civilian labor force data for the substate 
areas. For this reason, only the December 1984 
unemployment rate for the Battle Creek MSA (10.9) 
is shown in Table 5. Based on a projection of 
monthly data for the single-county area for the 
years 1976 through 1984, it now appears that the 
Battle Creek labor force will increase by almost 4 
percent, adding 1.5 thousand additional job hunters 
before year-end. Of course, a continuation of the 
minimal growth of the national economy (GNP in 
creased at a preliminary 1.7 percent annual rate of 
increase in the second quarter), will dampen local 
firms' opportunities to expand their business activi 
ty levels and generate more job openings. 5
Summary
The Index of Leading Indicators drifted lower in 
the second quarter with only the initial claims for 
unemployment insurance showing a positive spark. 
The Index of Consumer Sentiment, overall, shows 
growing optimism. However, a large proportion of 
respondents still appear more willing to conserve 
savings and net worth than to respond to favorable 
market conditions, which may dampen durable 
goods sales. Modest job growth may continue 
through year-end but not at a fast enough pace to 
accommodate anticipated growth in the labor force. 
The small decline in the Help-Wanted Advertising 
Index confirms that hiring will occur at a fairly con 
stant rate through the third quarter. Successful 
development efforts and an improved level of 
economic activity in the nation are needed to bolster 
local conditions. For the short term, some sectors 
within the local economy will continue to suffer fur 
ther contractions.
NOTES
1. Data referred to throughout the leading indicator discussion 
are all adjusted for seasonal variations.
2. Comparable percentages in April had been 51 percent expect 
ing good times as opposed to 29 percent expecting bad times.
3. Employment for June was estimated. See note to Table 3 for 
the forecasting procedure used.
4. U.S. Department of Commerce, Bureau of Economic Analysis, 
Personal Income 1977-1982, Great Lakes.
5. Some of the job creation pressure may be relieved, however, 
by a decline in the size of the youth cohorts that are entering the 
labor force just as the number of persons leaving because of 
reaching retirement age is increasing. 1980 Census of Population 
and Housing, Census Tracts, Battle Creek, Michigan, 
PHC80-2-85, Table PI.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS AREA
Onward and Upward
John Bornhofen 
Grand Valley State College
The Grand Rapids area economy continues to advance, though at a slower pace than during the 
first year and a half of the recovery. Construction is moving up, the labor market is improving, and 
consumer confidence remains high. The outlook is for employment at the end of 1985 to be higher 
than a year earlier.
The signs are almost everywhere in Grand Rapids: 
new construction, renovations, plant additions, new 
hiring. Although it's not a boom, it's as close as 
we've been to one since the late 1970s. Economic ac 
tivity in the Grand Rapids area continues to move 
to higher levels, incomes are rising, and the labor 
market has improved. This is consistent with what's 
happening in much of the rest of the country. While 
both the national and Grand Rapids economies are 
growing more slowly now than they did in the first 
one-and-one-half years of the recovery, the outlook 
is for continued growth throughout the rest of 1985.
Business Activity Index
The slower growth for Grand Rapids can be seen 
in the Grand Rapids Area Business Activity Index
put out by the Seidman School of Business at Grand 
Valley State College. For the first quarter of 1985, 
the index stood at 122.55, up 5 percent from the first 
quarter of 1984. While the index for the first quarter 
rose at a 7 percent annual rate from the fourth 
quarter of 1984, preliminary estimates for the sec 
ond quarter show it only slightly above the first.
The Business Activity Index has six components: 
employment, retail sales, industrial power consump 
tion, residential and nonresidential construction, 
and bank debits. With the exception of nonresiden 
tial construction, all of the components rose in the 
first quarter, with the two strongest being bank 
debits and housing construction. The latter is un 
doubtedly responding to the decline in mortgage in 
terest rates in recent months and the exuberant buy-
Table 2 
Grand Rapids Composite Business Activity Index
(1977=100)
Month
e. Estimated.
1979 1980 1981 1982 1983 1984 1985
January .......
February ......
IMflTpJl
April .........
May ..........
June ..........
July ..........
August .......
September
October .......
November
December
110.1
111.1
112.1
112.0
112.2
111.2
111.5
111.5
112.5
112.5
112.4
111.3
111.2
109.9
109.1
107.0
105.3
103.8
103.0
104.0
104.0
105.1
106.1
106.8
106.5
106.2
106.4
107.2
107.4
107.5
107.7
108.2
107.9
107.4
105.5
103.5
102.5
102.3
102.4
102.5
103.4
103.4
103.9
102.9
101.8
101.8
102.3
103.7
104.3
105.6
106.1
107.3
108.1
110.0
111.9
112.5
112.7
111.1
111.5
113.6
116.4
117.0
116.5
117.1
118.0
119.1
120.2
120.8
120.1
119.7
119.9
121.5
122.1
122.9
122.7
122.8
123.26
123.66
...
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ing, selling, and building that is going on in Grand 
Rapids in response to other factors as well.
The growth of the Grand Rapids index is below 
that of the first two years of the recovery 9 percent 
in 1983 and 7.5 percent in 1984 but the Grand 
Rapids economy is still advancing faster than the 
national economy, whether it is measured by Gross 
National Product (GNP) or by a national business 
activity index put out by the Seidman School of 
Business using the same components and weights.
It should be noted that the Grand Rapids index 
reached a new record high in the first quarter of 
1985, as did all of its component series with the ex 
ception of the two construction series.
Index of Leading Indicators
The Upjohn Institute has compiled an Index of 
Leading Indicators for the Grand Rapids area. This 
index has been declining for six quarters now, but 
recent declines have been slight. The index correctly 
preceded the slowdown in business activity by 
several months, and it now seems to be marking 
time signaling not boom or bust, but just very 
slow growth. The components of the leading in 
dicator series are average weekly hours of produc 
tion workers, initial claims for unemployment in 
surance, and new dwelling units put in place, along 
with several component series from the national 
Purchasing Management Survey.
Charts
Index of Leading Indicators 
Grand Rapids Area
(1977=100)
Index
200
100
72 74 76 78 80 82 84
SOURCE: The Institute. Dates of recessions from National 
Bureau of Economic Research, Inc.
NOTE: Shaded areas indicate national recessions. Dates of turn 
around: P=peak, T=trough. 
*Index for 1985:11 quarter=87.
After declining for five quarters, average weekly 
hours of production workers in Grand Rapids has 
just about stabilized at 40.5 hours. This is down
from a high of 42.6 hours in the first quarter of 1984. 
Since then, employers have added workers and are 
less prone to work the others overtime.
New dwelling units put in place has been increas 
ing throughout 1984 and 1985, especially since in 
terest rates started falling in mid-1984. The index 
rose strongly in the first quarter of 1985, and stood 
38 percent above the 1984 fourth quarter level in the 
second quarter of 1985.
Initial claims for unemployment benefits are a 
bellwether for the condition of the job market. After 
rising throughout 1984, initial claims for unemploy 
ment insurance have dropped for two straight 
quarters. In the second quarter, they dropped to 
1,180 on a seasonally adjusted basis, almost 13 per 
cent (annual rate) below the fourth quarter of 1984, 
and 36 percent below the high point reached in the 
recession. Trends in this measure show that the job 
market is improving.
The other components of the leading indicator 
series are inventories, material prices, new orders, 
and vendor performance, all national series. All the 
national components are lower in the second quarter 
causing the decline in the Grand Rapids Index of 
Leading Indicators.
Survey of Consumer Attitudes
Results of the latest Survey of Consumer At 
titudes taken in July were heartening. For the most 
part, Grand Rapids area consumers remain confi 
dent and optimistic about their economic futures. 
(See Table 1.)
The overall index of consumer sentiment remains 
very high, and, at 103, is at the average of the last 
two readings, indicating essentially no change. Only 
in two other surveys in the past two-and-one-half 
years has the index been higher.
With respect to their personal financial situation, 
the proportion of respondents who feel that they are 
better off than one year ago is in line with the 
results of the last five surveys. The proportion who 
feel that their financial situation is the same is up a 
bit, and those who feel worse off is down a bit to the 
lowest levels in survey history. Essentially, the 
same results were obtained when Grand Rapids con 
sumers were asked whether they are financially bet 
ter off than five years ago. The 59 percent who say 
they are better off is lower than in April and 
January, but is in line with the 1984 readings. The 
proportion of those who feel worse off, however, is 
bouncing around its record low.
While 85 percent of respondents believe they are 
as well or better off than they were one year ago and
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only 60 percent think the prices they pay have risen 
over that time period, a plurality (39 percent) think 
their incomes adjusted for inflation are lower. Only 
23 percent say their incomes have risen faster than 
prices. The perception of lower real income is incon 
sistent with actual aggregate figures that indicate 
people have had higher real incomes, on the average. 
Over the next year or two, the vast majority of all 
people expect their incomes to stay the same (28 per 
cent) or rise (11 percent). Only 21 percent expect 
their incomes to rise faster than prices, and 28 per 
cent expect their real incomes to fall. Inflation aside, 
the preponderance of the consumer survey results 
indicate that people think they are better off than 
they were in the recent past.
Looking ahead, Grand Rapids consumers are still 
quite confident about the future. Eighty-five per 
cent of the respondents believe they will be at least 
as well off financially one year from now as they are 
now. Only 10 percent believe they will be worse off. 
The proportion that think they will be better off 
financially five years from now is down a bit to 49 
percent from an abnormally high 58 percent in 
April. Only a relatively constant 10 percent think 
they will be worse off in the next five years.
There was only a very slight negative shift when 
asked whether business conditions in the whole 
country are better or worse than a year ago. While 
68 percent think things are better now, only 13 per 
cent say worse. In terms of the future, there was a 
remarkable constancy in expectations about 
business conditions in the next 12 months. Thirty 
percent expect business conditions in the whole 
country to get better, and only 13 percent expect 
conditions to worsen. These results are right in line 
with those of recent surveys.
Most respondents still have confidence in the 
Grand Rapids economy. A relatively constant 79 
percent think the Grand Rapids economy is in as 
good or better shape than the national. A near- 
record low 18 percent think it is in worse shape. In 
addition, fully 91 percent think business conditions 
in Grand Rapids are in as good or better shape as a 
year ago. A near-record low of only 6 percent think 
the local economy is in worse shape than a year ago.
The optimism that Grand Rapids people feel car 
ries over into their attitudes toward buying. For in 
stance, the plurality of respondents who think that 
now is a good time to buy major appliances and fur 
niture over those who think it is a bad time is 60 per 
cent. This is in line with the average of the past five 
surveys. The 72 percent who think it is a good time 
to buy is unchanged from April and is a record.
Probably because interest rates have dropped so 
far in recent months, there has been a dramatic 
change in people's attitudes about buying houses.
Seventy-four percent now believe it is a good time to 
buy by far the highest level on record while only 
19 percent believe it's a bad time. Attitudes about 
car buying are almost as good. A near-record 66 per 
cent think now is a good time to acquire a car, 
whereas the 19 percent who think it a bad time is 
tied for the record low.
Consistent with their continued high optimism, 
Grand Rapids consumers are slightly more willing 
to draw down savings or go into debt to finance ma 
jor purchases. The plurality of those who feel it is 
okay to draw down savings over those who are 
especially reluctant is now 11 percent, the highest 
plurality in the history of the survey. There has 
always been a negative plurality on new debt, with 
more people being reluctant to borrow than those 
saying it is okay. In July, however, that plurality 
(27 percent) was the smallest on record.
Labor Market Activity
The effects of the increased pace of construction, 
sales, and other business activity, both nationally 
and in the Grand Rapids area, can be seen in the job 
market data for Grand Rapids. While unemploy 
ment remains stubbornly high, progress is being 
made in other measures of labor market activity. 
The number of people employed throughout the 
Grand Rapids economy has been growing and stood 
at a record level of over 312,000 at the end of 1984 
(up over 5.5 percent) in that year. There are now 
about 350,000 people in the workforce, and that is a 
new record. It also appears that the workforce is 
growing more rapidly now than in the recent past, 
almost 4 percent (annual rate) so far this year after 
rising between 2 and 3 percent per year in both 1983 
and 1984.
In recent months, however, slower growth in total 
employment and more rapid growth in the 
workforce is causing the unemployment situation to 
worsen. We must speculate on this because the 
Michigan Employment Security Commission is way 
behind in providing regional data. Their latest of 
ficial rate is 10.1 percent for December. Although 
that is above the rate for the early part of 1984, it 
compares very favorably, of course, with the 13 + 
percent rates of early 1983 when the economy was 
emerging from the doldrums- 
Wage and salary employment continues to rise as 
it has in every quarter of 1983 and 1984. As of 
mid-1985, it stands at a record 282,000 plus, an in 
crease of 4.3 percent over a year earlier. Twenty-two 
thousand more people are working for wages and 
salaries now than at the trough of the recession in 
late 1982, an increase of 8.2 percent. Manufacturing 
employment is up also. Although an employer of 
450 workers has decided to close its doors in 
September, others are adding workers and employ-
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ment in manufacturing is moving up. At 96,000, 
manufacturing employment is 4,000 above last year 
and 13,000 above the depressed level at the end of 
1982. The current level is 4 percent above 1984. This 
is counter to the national trend, but just barely. Na 
tionally, while overall civilian employment con 
tinues to surge ahead to new record levels, employ 
ment in manufacturing has been on a slow decline so 
far in 1985.
In Grand Rapids, in what appears to be a triumph 
of cyclical influences, manufacturing payrolls, 
which are more in tune with the business cycle, have 
been rising at a faster rate than nonmanufacturing 
payrolls. The strong manufacturing jobs picture in 
recent months reflects the strong automobile and of 
fice systems industries over the last several 
quarters. But with more competition now, the auto 
industry growth should slow noticeably, and with it 
the growth of manufacturing jobs in Grand Rapids.
Jobs in nonmanufacturing continued to grow so 
far this year and are at record levels. At over 
157,000 workers, nonmanufacturing is 4 percent 
above 1984 and 6 percent above the end of 1982. 
Nonmanufacturing jobs are expected to continue to 
increase in coming months.
Employment in government is down just a bit 
from last year. It is slightly over 28,000. This area 
has been in steady retrenchment since 1980, and 
that is expected to continue.
The growth of help-wanted advertising reflects 
strength in the labor market. Although the index for 
the Grand Rapids area is well below the halcyon 
days of 1979, the index has improved for ten 
straight quarters through the second quarter of 
1985, and the mid-1985 levels are well above the 
1984 level. The index jumped 26 percent from the 
second quarter of 1984 to the second quarter of 
1985.
Other Measures of Business Activity
The component series in the Grand Rapids 
Business Activity Index that have shown the most 
improvement since the end of the recession in late 
1982 are, not surprisingly, the two most cyclical 
series housing construction and nonresidential 
construction.
Although it is still well below the record level 
reached in 1978, residential construction has had 
five straight quarters of increase, and housing is 
having a good year. In the second quarter of 1985, 
the index is more than double what it was in the 
trough of the recession year 1982. Lower interest 
rates, higher incomes, lower unemployment, greater 
population, and more confidence in the future ap 
pear to be powerful factors contributing to the new
housing surge. Production of new dwelling units had 
an especially big month in March and a splendid 
first quarter. This followed a year-long uptrend in 
1984. Although the second quarter of 1985 was 
below the previous two quarters, it was still a good 
quarter.
Nonresidential construction seems to be going 
almost full-blast in the Grand Rapids area. General 
Motors, Steelcase, Meijer's, and other firms are add 
ing capacity or getting ready to. Downtown Grand 
Rapids also is witnessing another facelift, one of the 
major projects being the City Center Plaza project 
with stores, small shops, and theatres to be finished 
late this year. Business and commercial construc 
tion is now twice the level of mid-1982, only three 
years ago, and it is expected to go even higher as 
new major projects are announced almost weekly. 
One measure of production in industry is the 
amount of electric power used. In the first quarter, 
power consumption by Grand Rapids area industry 
was at a record level, slightly above its previous 
record in 1979. Since conservation and more effi 
cient use of power are offsetting some of the effects 
of increased production on power usage, the rise in 
power consumption means industrial production is 
up in Grand Rapids.
With incomes and employment up strongly and 
unemployment down some, Grand Rapids con 
sumers are buying more. Sales in stores and other 
retail establishments hit a new record level in the 
first quarter of 1985 and were up 7 percent over the 
previous 12 months. The index of retail sales in the 
Grand Rapids area is now a full 22 percent ahead of 
its dismal performance in the recession year 1982. 
Retail sales are expected to increase (erratically) 
throughout 1985.
Conclusions
While these are turbulent times in both the na 
tional and Grand Rapids economies, both should 
continue to improve, although sporadically. In 
Grand Rapids, production and construction are 
moving up, the labor market is improving, con 
sumer confidence remains high and buying at 
titudes are up. On the national level, inflation re 
mains subdued at less than 4 percent, monetary 
policy is very stimulative, and interest rates are 
lower than at any time since the expansion started. 
Thus, both the national and Grand Rapids 
economies should continue to improve through the 
rest of the year.
Indeed, various economic forecasts also show con 
tinued prosperity for the Grand Rapids area. One 
has real aggregate disposable personal income ris 
ing to $3 billion by the end of this year. Another has 
real personal income per capita rising to over $5,600 
this year, up over 2 percent from last year. In both 
cases, however, the rate of improvement is slowing.
17
The BUSINESS OUTLOOK
for the KALAMAZOO AREA
Poised for a Definitive Change
Phyllis R. Buskirk 
W. E. Upjohn Institute
Relative stability in the Kalamazoo economy is expected to last through the end of the year. 
While forecasts and major signals for the short term remain mixed, consumer sentiment is high. 
Even without Saturn, many long-term expansion projects have materialized. Kalamazoo could be in 
position, poised to move toward higher levels of activity in 1986.
Short-term prospects call for relative overall 
stability in the Kalamazoo area. Changes that are 
likely to occur may offset each other. The Index of 
Leading Indicators was soft and rather flat, in con 
trast to consumer sentiment which rose to its 
highest level in 18 months. Updated labor market 
information, with Van Buren County stripped away, 
now reveals both stronger job growth and lower 
unemployment rates than earlier releases had 
shown. However, the decline of the Index of Help- 
Wanted Advertising indicates that the rate of job 
growth will not increase significantly over the near 
term.
On the other hand, residential construction has 
begun to pick up and, on a more subjective level, an 
nouncements of expansion, the near win in the loca 
tion competition for the Saturn project, and the con 
tinued investment of local firms and subsidiary divi 
sions in this area, raise the possibility that 
Kalamazoo is in the correct position, poised for more 
positive change over a slightly longer time horizon. 
Without improvement in the rate of growth in the 
national economy, however, the local economy could 
falter in the near term and longer term gains might 
not materialize.
Index of Leading Indicators
The Kalamazoo Index of Leading Indicators was 
essentially flat in the second quarter of 1985; it 
softened by less than one-half of 1 percent, as the ac 
companying chart shows. Improvement in the In 
dex of Initial Claims was strong, but not robust 
enough to offset continued declines in the other six 
components.
Index 
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around: P=peak, T=trough. 
*Index for 1985:11 quarter=94.
Average weekly hours drifted down just one-half 
of 1 percentage point between the first and second 
quarters from 42.4 to 42.2 hours. The moderation in 
production workers' hours in manufacturing in 
dustries is consistent with the later stages of a 
recovery period such as this region and the nation 
are experiencing. Two items emerge. A tradeoff of 
fewer hours for more manufacturing workers did oc 
cur in Kalamazoo. Also, the average weekly hours 
remains at a relatively high 101 index value. It has 
been six quarters since this series hit its recent high.
New dwelling units, based on the number of 
residential units put under contract within the
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Kalamazoo MSA, declined 35 percent in the second 
quarter. This fall-off confirmed the statements made 
in the last issue of BUSINESS OUTLOOK that the 
upturn of the first quarter was an isolated incident. 
Despite the fact that the uptrend was not sustained, 
this single spike shows that the local area is par 
ticipating in a small way in the home building 
recovery taking place in the nation. Through June, 
the cumulative number of dwelling units put under 
contract for 1985 was running ahead of last year, in 
terms of both the number of units (see Table 4) and 
the dollar value of construction.
Four indexes in the Kalamazoo composite index 
are derived from responses to the National Purchas 
ing Management Association's monthly survey. 
None of the changes in these components were 
positive. Fewer firms reported a higher level of new 
orders, or that deliveries from vendors had shifted 
significantly in the right direction (slowing). A 
decreasing proportion responded that their firms' 
stocks of purchased material goods were growing. 
Also, prices paid for commodities showed little up 
ward movement. These factors not only impact on 
the leading index, they also indicate that the goods 
producing sectors are most likely to experience dif 
ficulty in the months ahead.
Initial claims for unemployment insurance was 
the only component showing strength in 
Kalamazoo. In fact, claims have fallen below their 
1979 prerecession low and are approaching the 1973 
prerecession level. The projection is for initial claims 
to remain at a relatively low level for at least one or 
two more quarters.
Survey of Consumer Attitudes
Optimism about the business outlook, prices, 
market conditions, and finances all came together to 
boost the Kalamazoo Index of Consumer Sentiment 
to 102 in July, as Table 1 shows. That is the highest 
value recorded for Kalamazoo consumers since the 
quarterly survey was extended to this area in June 
of 1984. If they act on their words, consumers' ex 
penditures, especially for durable goods, should be 
fairly strong in the third quarter. This prospect, 
however, is not consistent with the softening in the 
Index of Leading Indicators.
Agreement that now is a good time to buy a major 
household item increased considerably between 
April and July (from 62 percent to 71 percent). Only 
10 percent disagreed. In like manner, there was a 
significant shift in the proportion who felt that this 
is a good time to buy a house (56 to 67 percent) with 
18 percent dissenting. In contrast, there was no 
change in the percentage who felt that the next 12 
months will be a good period for the buying of a car 
(65 percent in both periods). Lower interest and
mortgage rates, moderating inflation, and plentiful 
supplies have affected attitudes about household 
items and home buying, while anticipated price in 
creases may have cut into the car buying prospects.
Concerning the advisability of dipping into sav 
ings or using credit, Kalamazoo respondents 
became a bit less negative about both types of tran 
sactions between April and July. Since consumer 
credit has grown at a rate two-and-one-half times 
personal income in the nation, the 62 percent of local 
respondents who were very reluctant to buy on 
credit could be bumping against their credit max 
imum.
Respondents to the Kalamazoo survey who had 
the impression that the local economy had either im 
proved or stayed the same, ran at a high 84 percent 
in both surveys, with a slight increase in the number 
who felt that things were better (41 to 42 percent). 
Those who perceived that the local economy was 
deteriorating (14 percent in April compared to 11 
percent in July) made up a relatively small propor 
tion of the total. Unemployment is still considered 
the most serious hardship in this area (52 percent 
cited it as the major culprit).
Labor Market Activity
At first glance, the job situation in Kalamazoo ap 
peared static during the second quarter. In fact, the 
relative stability of total wage and salary employ 
ment obscured a considerable amount of job churn 
ing. The local Index of Help-Wanted Advertising 
declined from an unusual high in the first quarter, 
and growth in private nonmanufacturing employ 
ment is expected to slow and will not offset slippage 
in the other sectors.
The nonagricultural workforce increased by 470 
workers between the first and second quarters of 
1985. Manufacturing picked up 390, private non- 
manufacturing added 1,340, and government lost 
1,410 workers. The percent changes (based on 
seasonally adjusted data) shown below reveal that 
private nonmanufacturing employment gains were 
stronger than might be expected (0.4 above the 
seasonal pattern). In contrast, the falloff of govern 
mental workers, which coincides with the end of the 
term at Western Michigan University was 
somewhat steeper than usual. The fact that budget 
constraints were forcing local units of government 
to start paring their employment ranks partially ex 
plains this decline.
Percent change
first to second quarter
Unadjusted Adjusted Annual
Employment category date date rate
Total, wage and salary . . 0.5 0.3 1.3
Private nonmanufacturing 2.7 0.4 1.6
Manufacturing 1.4 0.1 0.6
Government -8.9 -0.8 -3.2
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In the discussion about leading indicators, the 
downward drift in weekly hours which began in the 
first quarter of 1984 was mentioned. Careful inspec 
tion of the quarterly manufacturing employment 
data for Kalamazoo in Table 8 reveal that while 
hours have been declining, employment in this sec 
tor was increasing. This is precisely what textbook 
theory about business cycles and the production 
workweek would have us expect.
In March of 1985, an unusually large volume of 
help-wanted ads appeared in the Kalamazoo 
Gazette. As a result, the Kalamazoo Index of Help- 
Wanted Advertising now appears to have peaked at 
121 in the first quarter and then declined 9.3 percent 
to 109 in the second which still exceeded the fourth 
quarter index level by 6 percent.
The Kalamazoo County workforce reached 95.3 
thousand (seasonally adjusted) in the second 
quarter of 1985. At its highest level in almost four 
years, the wage and salary total is not expected to 
top the high of 97.3 thousand set in the final quarter 
of 1979. Labor force forecasts show job market en 
trants exceeding local job growth, therefore, 
Kalamazoo may experience an increasing rate of 
unemployment over the near term.
As of this writing, December of 1984 is the last 
month for which MESC has released civilian labor 
force data. The unemployment rate for the single- 
county Kalamazoo MSA in that month was 7.7 per 
cent. The two-county rate previously published was 
9.3 (Van Buren county, which was dropped when the 
metropolitan areas were redefined, had a very high 
incidence of joblessness, 15.8 percent of the 
December civilian labor force). Because the actual 
data are not yet available for 1985, projections of 
the unemployment rate for the second half of the 
year are unreliable.
With claims levels through June of this year 
available, we can take another look ahead. The 
forecasted series shows a slight (3 percent) rise in 
the third quarter. Following that, claims will once 
again drop off. The decline will be large enough to 
return the series to its prior low level and the 
downtrend set earlier.
Unemployment Rate* 
Kalamazoo USA
Period
1984:
July . .. 
August.... 
September . 
October .. 
November 
December
Unadjusted
7.6 
6.4 
6.6 
6.9 
7.5 
7.7
Seasonally 
adjusted
7.7 
6.8 
7.0 
7.2 
7.8 
7.5
Seasonally 
adjusted
7.4 
7.3 
7.3 
7.3 
7.3 
7.3
SOURCES: MESC and U.S. Department of Labor. Local rate 
seasonally adjusted by the Institute. 
*Percent of civilian labor force.
New data for Kalamazoo County indicate that the 
seasonally adjusted unemployment rate dipped 
below the national rate for three months in 1984. 
Previously reported rates for the two-county SMSA 
were higher because they reflected the greater in 
cidence of unemployment in Van Buren County.
Conclusions
Short term prospects for the Kalamazoo area 
show little change. The Index of Leading Indicators 
was flat, mainly due to the strength of only one com 
ponent. Even so, the Index of Consumer Sentiment 
soared. Consumers, armed with improvements in 
their financial conditions and their outlook, seemed 
ready to take on major purchases.
The current labor market appeared to be static. 
But under that exterior, a vital churning was taking 
place. Initial claims remain low at prerecession 
levels. Even so, the Index of Help-Wanted Advertis 
ing suffered a serious slump.
A lot of development experience was gained as the 
community lived through the Saturn location deci 
sion. The idea of attracting a $3.5 billion investment 
and 6,000 workers provided the potential for being a 
dream come true with a new set of challenges to 
solve. Even though Spring Hill, Tennessee was the 
final choice, more of the world now knows that 
Kalamazoo is an attractive business location. 1
With or without Saturn, many firms were already 
undertaking expansionary activities within 
Kalamazoo County in the second quarter. The Up 
john Company alone has announced three major 
projects amounting to over $85 million. FabriKal 
decided to build a new headquarters building, the 
Alien Group TestProducts Division announced that 
its headquarters will return to this area after many 
years of operating out of state, new offices for IBM 
are taking shape while the Eaton Corporation's two 
divisions are expanding locally. These and 
numerous other projects provide evidence that local 
economic activity could be poised for an upturn.
Meanwhile, the Michigan International Air Show 
brought hundreds of thousands to this area and the 
Fair Share Air Fair, held in conjunction with the 
show, brought visiting governmental purchasing 
agents into direct contact with local producers and 
suppliers.
NOTE
1. The Wall Street Journal, "GM Is Expected to Put Saturn 
Complex in Tennessee as UAW Board Votes Pact," by Dale D. 
Buss and Melinda Grinier Guiles, July 29,1985, p. 3. Kalamazoo 
Gazette, "Kalamazoo Area Already Seeing Benefits of 
Publicity," by Kathy Jennings, July 31, 1985, p. Al. and 
"Blanchard Continues to Tout Western Michigan," p. Al.
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The BUSINESS OUTLOOK
for the MUSKEGON AREA
Indicators Point to Mild Decline
Thomas M. Maloy 
Muskegon Community College
The slight decline in the second quarter Index of Leading Indicators suggests that the Muskegon 
economy has stalled and that no sharp deviation from current economic trends is anticipated. The 
most likely scenario for the next three to six months is for a mild economic decline and a rise in the 
local unemployment.
The Muskegon area economy has maintained the 
holding pattern that was anticipated in the previous 
issue of BUSINESS OUTLOOK. Production and 
employment in the wage and salary sector recorded 
mild declines on a seasonally adjusted basis during 
the first half of 1985. A continuation of the brisk 
recovery from the 1981-82 recession that had been 
apparent locally until late 1984 would have been 
most welcome, since the Muskegon economy is still 
considerably below peak levels of output and 
employment recorded prior to the recession. No 
such prospect appears in store, however. While 
economic signals are mixed, there is little reason to 
expect much improvement locally in the next three 
to six months over the current rather stagnant level.
The weakness of the national economy in the first 
half of 1985 acted as a drag on the local economy. A 
better second half performance nationally, which is 
widely anticipated, would provide momentum for 
Muskegon. In addition, the continued local rise in 
help-wanted advertising is good news, as is the in 
creased optimism of Muskegon residents which is 
reflected in the survey of Muskegon consumers con 
ducted in July 1985. The Index of Leading In 
dicators showed a slight decline during the second 
quarter, however, suggesting that no local pickup 
appears likely. The most likely prospect is for 
employment to decline slightly during the second 
half of 1985, but remain well above levels reached 
during the 1981-82 recession.
Index of Leading Indicators
The recent movement of the composite Index of 
Leading Indicators represents the strongest signal
that the Muskegon area economy can be expected to 
continue moving sideways in the months to come. 
The value of the index of 89 in the second quarter of 
1985 represents virtually no change from the 90 
registered in the previous quarter. The Index of 
Leading Indicators for the State of Michigan also 
registered a small decline in the second quarter. The 
national index has been behaving erratically recent 
ly, but has shown no consistent growth. The na 
tional index did show strength in May and increased 
again in June, perhaps signaling that the recent flip- 
flops in the index are in the past.
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Bureau of Economic Research, Inc.
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*Index for 1985:11 quarter=89.
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The very slight decline in the Muskegon index 
during the second quarter represents a continuation 
of the pattern for the index during the past few 
quarters. It registered values in the 110 region 
(1977=100) during late 1983 and the first half of 
1984 before declining during the third and fourth 
quarters of 1984. The current value for this index 
represents the third consecutive quarter of very lit 
tle change. (See Table 3.) This drop and subsequent 
leveling off of the leading indicators did anticipate 
the rather stable pattern of local economic activity 
which began in the second half of 1984. The most re 
cent behavior of this index suggests that more of 
the same is in store for the local economy.
The stability of the leading indicators locally dur 
ing the second quarter can be attributed in large 
measure to declines in the national components of 
the Muskegon index. This is apparent when one ex 
amines the local components, which either held 
steady or improved.
One of those local components and the one most 
heavily weighted, average weekly hours of work by 
production workers, is projected to hold steady from 
the first to the second quarter at 40.5 hours on a 
seasonally adjusted basis. This series hit its peak 
value of 42.6 hours in the second quarter of 1984. 1 
The decline from the peak value and the more recent 
stability of average weekly hours reflect the natural 
tendency of employers to step up overtime work for 
employees in the early stages of an expansion and 
recall workers on layoff or add new employees as 
that expansion continues. The recent pattern of this 
series would therefore not be unexpected during the 
current lull in economic activity.
A second component of the Muskegon index, in 
itial claims for unemployment insurance in the local 
area, fell slightly in the second quarter of 1985 after 
three successive quarterly increases. BUSINESS 
OUTLOOK projects that the recent improvement in 
this indicator will continue, as initial claims are pro 
jected to decline over the second half of 1985.
The third component of the local composite index, 
construction of new dwelling units, rose on a 
seasonally adjusted basis by almost 40 percent over 
the very depressed level registered in the first 
quarter of 1985. The series now stands at its highest 
level since the first quarter of 1981. This may be a 
sign that lower interest rates and the return of fixed 
interest mortgages are stimulating the housing 
market, though erratic movement of the series sug 
gest caution about reading too much into one 
quarter's activity. Still, the recent movement of this 
series is encouraging and it merits careful watching 
in the future.
In conclusion, two of the three local components 
of the composite Index of Leading Indicators held 
fairly steady and housing showed improvement. The 
almost identical values of the composite index dur 
ing the first and second quarters of 1985 are a 
strong indication that no sharp deviation from cur 
rent economic trends is likely.
Survey of Consumer Attitudes
Muskegon consumers were more optimistic in 
July 1985 than they were in April, when the 
previous survey was taken. The Index of Consumer 
Sentiment rose to 98 in July from 90 three months 
earlier. (See Table 1.) The July reading was just 
under the 100 figure registered in January 1985, 
which represented the highest value of the 
Muskegon index in any of the five quarters the 
survey has been conducted locally.
The July rise in the index is attributable primarily 
to more optimistic attitudes of Muskegon residents 
with respect to business conditions generally rather 
than to their own personal financial situations. The 
index is constructed from answers to both types of 
questions. The questions relating to family financial 
status and expectations for the future evidence little 
change from the previous survey; those questions 
directed to overall economic conditions brought 
forth more positive responses.
When asked in July whether they and their fam 
ilies were better or worse off financially than a year 
ago, 34 percent said better off, down very slightly 
from the 36 percent in April. Only 18 percent felt 
they were worse off, compared to 24 percent in 
April. Looking ahead, the percentages expecting in 
July to be better off a year from now and five years 
from now just about matched those in April.
In response to whether it was a good time to buy 
major durable goods such as furniture or appliances, 
two-thirds of Muskegon consumers in July said that 
it was, a gain of 5 percentage points over April. The 
17 percent who said it was a bad time to make such a 
purchase was up slightly from April.
Muskegon residents were more bullish in July 
about the direction in which the U.S. economy is 
moving. Sixty-three percent indicated that they ex 
pect good economic conditions nationally during the 
next 12 months, and only 18 percent expect bad 
times. This compares with 51 and 21 percent respec 
tively in April. The same pattern emerges in 
response to questions about the national economic 
outlook during the next five years. The 44 percent 
who indicated in July that they expect good 
economic conditions represents a sharp rise from the
22
32 percent in April. The number expecting depress 
ed conditions fell by 10 percentage points.
Muskegon residents were more likely in July than 
in the April survey to say that the area economy 
was better off than a year ago, with 41 percent 
stating that the area's economic condition has im 
proved and only 13 percent that things had become 
worse. This compares with 34 and 24 percent in the 
April survey. There was also a notable rise in the 
percentage of families who expect their incomes to 
be higher over the next year. The figure was 53 per 
cent in July, up from 43 percent in April.
When asked about the likely direction of interest 
rates, Muskegon residents gave more favorable 
responses in July than in the previous survey. A 
slightly larger percentage expected interest rates to 
fall than to rise in July, compared with a more than 
2-to-l ratio expecting increases in April. This more 
optimistic view of likely interest rate movements, 
coupled with the improving expectations about 
family income noted previously, may explain why 
Muskegon consumers were more likely in July than 
in April to indicate that it is a good time to make 
major purchases.
Not only did more Muskegonites indicate in July 
than in April that it was a good time to buy items 
such as furniture and appliances, but the same pic 
ture holds with respect to housing. In July, 63 per 
cent of those polled said it was a good time to pur 
chase a house, the highest figure recorded since the 
survey has been taken and up sharply from the 45 
percent in April. In addition, the 53 percent of local 
residents suggesting in July that it was a good time 
to purchase a car represents a gain of 3 percentage 
points over the April figure.
The overall picture is one of increased optimism 
and apparent willingness to spend on the part of 
Muskegon consumers. This more positive attitude 
appears to stem largely from greater confidence in 
the course of the national economy and an improved 
outlook for interest rates as well as a bit more op 
timism by local residents that their family incomes 
will rise during the next year.
Labor Market Activity
Wage and salary employment in the Muskegon 
area is estimated to have experienced a mild decline 
in the second quarter of 1985. Seasonally adjusted 
wage and salary employment is estimated at just 
under 53,800 in May, which represents a loss of 
about 500 jobs since January and of about 800 since 
the recent peak reached in August 1984. (See Table 
8.) Still, the May figures are more than 4,500 above 
the recession low in January 1983.
The loss of jobs since January was a generalized 
one, with small declines registered in manufactur 
ing, nonmanufacturing and government. It appears 
unlikely that this job loss will be reversed in the 
months to come. BUSINESS OUTLOOK projects 
modest but continuing declines in local employment 
during the second half of 1985, with a majority of 
the job loss occurring in manufacturing. This projec 
tion may not be realized if the national economy 
bounces back strongly in the second half of 1985 
from its lackluster first half performance, but that 
appears unlikely. Real growth in the 3 to 4 percent 
range is most widely forecast. Even though any sec 
ond half decline in the number of jobs would still 
leave employment well above the recession low 
reached in early 1983, it would nevertheless repre 
sent a setback for an area where wage and salary 
employment has never approached its prerecession 
peak.
Muskegon's seasonally adjusted unemployment 
rate hit its lowest quarterly level since early 1980 in 
the second quarter of 1984 and then rose during 
each of the final two quarters of 1984. While com 
puter problems have prevented the state from issu 
ing local unemployment figures for any of 1985 as of 
yet, BUSINESS OUTLOOK projects continuing in 
creases in the local unemployment rate during each 
quarter of 1985, with the rate in the 15 percent 
region by the fourth quarter. This compares with a 
rate of about 12 percent in the fourth quarter of last 
year.
The local unemployment projection here differs 
somewhat from state and national unemployment 
patterns. In Michigan, the seasonally adjusted 
unemployment rate dipped in the first quarter of 
1985 from the previous quarter, hitting a five-year 
low in February, but did rise in the second quarter. 
The national unemployment rate has been flat 
throughout 1985.
Help-wanted advertising lends a hopeful note to 
local labor market activity. This seasonally ad 
justed series rose in the second quarter of 1985, 
reaching its highest level in over five years (Table 6). 
Since this series is usually a rather sensitive in 
dicator of business trends, it is possible that the 
employment picture in the last half of 1985 may be a 
bit brighter than that pictured here.
In summary, the labor market outlook for the 
Muskegon area is for increased joblessness during 
the second half of 1985. Continuing increases in the 
volume of help-wanted advertising suggest that the 
employment decline will not be severe, and a strong 
economy at the national level during the second half 
of 1985 would also help to stem any local decline.
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Conclusion
Most signs suggest that the economy of the 
Muskegon area has stalled well before approaching 
levels of economic activity reached prior to the 
1981-82 recession. No pronounced decline has taken 
place recently, nor is one anticipated, but neither 
does further progress appear likely in the near term. 
A decided pickup in the national economy during 
the second half of 1985 over its sluggish first-half 
performance, and in particular an indication that 
the manufacturing sector of the U.S. economy is ex 
hibiting strength, would benefit both the State of 
Michigan and the Muskegon area. The most likely 
local scenario for the next three to six months is for 
a mild economic decine and a rise in the local 
unemployment rate lifting it several percentage 
points above the almost 12 percent rate recorded in 
the final quarter of 1984.
NOTE
1. This series has recently been revised by the Upjohn Institute 
to reflect changes in geographic boundaries.
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Table 3 
Index of Leading Indicators (1977=100)
Annual averages (Selected years)
Area
Battle Creek ... ....
Grand Rapids 
Kalamazoo
Muskegon ... .... 
West Michigan, 4 MSAs 
Michigan ... . .....
1972
112
106 
109
109 
108 
107
1977
100
100 
100
100 
100 
100
1980
87
87 
87
87 
87 
84
1982
77
77 
79
76
77 
74
1983
98
94 
98
99 
96 
93
By quarter (Adjusted for seasonal variations)
1984
99
96 
101
104 
98 
95
II
102
99 
103
110 
101 
99
1984
III
98
95 
100
100 
97 
93
IV
95
90 
96
95 
92 
91
1985
I
91
90 
95
90 
92 
90
II
90
87 
94
89 
89 
88
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of 
Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for 
each metropolitan area and for the State of Michigan. Weights range from .41 to .48.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each 
metropolitan area and for the State of Michigan. Weights range from .06 to .13.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for 
each metropolitan area and for the State of Michigan. Weights range from .01 to .09.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .11.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range 
from .10 to .13.
6. The proportion of firms reporting an increase in purchased material inventories. Weights range 
from .09 to .11.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). 
Weights range from .08 to .10.
All of the above items have been identified as leading indicators by the United States Bureau of 
Economic Analysis which has evidence that, during past business cycles, they each have served to 
indicate conditions which are favorable for, or occur prior to, increases in overall economic activity. 
Weakness in these measures can signal stability or declines.
Seasonal Adjustment and Forecasting Methods
Data appearing in BUSINESS OUTLOOK are seasonally adjusted using a modified version of 
the X-11/ARIMA method the state-of-the-art method of removing the seasonal patterns from 
economic time series.
Short-term forecasting methods, which come under the rubric of the famous Box-Jenkins- 
ARIMA class of models, are used by the Institute to provide the best available short-term forecasts 
of economic time series.
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Table 4 
Components of the Index of Leading Indicators
Average Weekly Hours of Production Workers8
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Area
Battle Creek ..... . 
Grand Rapids ... ....
Muskegon . . . ... 
West Michigan, 4 MSAs . .
1972
42.9 
41.0 
42.8
42.8 
41.9 
42.7
1977
42.3 
41.5 
41.9
43.3 
41.9 
43.3
1980
41.3 
39.9 
40.4
41.4 
40.3 
40.1
1982
40.3 
38.9 
39.9
39.5 
39.3 
40.2
1983
42.0 
41.2 
42.0
41.1 
41.5 
42.5
1984
42.7 
41.7 
42.4
42.0 
42.0 
43.2
II
43.0 
42.1 
42.6
42.6 
42.3 
43.3
1984 
III
42.8 
41.5 
42.4
42.1 
41.9 
42.9
IV
41.9 
40.8 
42.1
40.7 
41.1 
43.0
1985 
I
41.7 
40.9 
42.4
40.5 
41.2 
42.7
II
41.5 
40.5 
42.2
40.5 
40.9 
42.8
Initial Claims for Unemployment Insurance (Average per week)
Annual averages (Selected years)
Area
Battle Creek ... .....
Kalamazoo ... . .... 
Muskegon 
West Michigan, 4 MSAs
1972
290 
712 
275 
410 
1,688 
15,152
1977
491 
929 
382 
534 
2,336 
20,966
1980
803 
1,504 
599 
752 
3,659 
37,942
1982
886 
1,674 
527 
818 
3,905 
34,414
1983
450 
1,323 
415 
416 
2,604 
21,135
1984
454 
1,068 
299 
343 
2,164 
16,407
By quarter (Adjusted for seasonal variations)
II
457 
989 
319 
291 
2,077 
16,427
1984 
III
424 
1,072 
300 
364 
2,118 
16,588
IV
401 
1,262 
288 
384 
2,364 
16,620
1985 
Ia II
443 
1,225 
312 
453 
2,443 
16,613
414 
1,181 
275 
442 
2,317 
15,538
New Dwelling Units - Put Under Contract
Annual averages (Selected years)
Area
Battle Creek ..... ... .
Grand Rapids .... 
Kalamazoo .... 
Muskegon . . ....... 
West Michigan, 4 MSAs 
Michigan .... .... ....
1972
791 
5,137 
1,276 
1,083 
8,287 
69,882
1977
612 
4,800 
1,861 
628 
7,901 
62,962
1980
219 
3,121 
1,369 
500 
5,209 
33,113
1982
88 
1,555 
344 
205 
2,192 
16,190
1983
380 
2,815 
794 
329 
4,318 
26,146
1984
363 
3,268 
613 
415 
4,659 
32,220
By quarter (Seasonally adjusted annual rate)"
II
340 
2,729 
832 
421 
4.475 
34,686
1984 
III
339 
3,561 
641 
366 
4,914 
28,367
IV
611 
4,377 
373 
463 
5,421 
35,279
1985 
I II
307 222 
5,288 3,863 
1,046 677 
353 492 
7,418 5,368 
42,261 34,367
National Purchasing Management Survey6
Annual averages
Area
New Orders . 
Change in Inventories . . 
Vendor Performance . 
Changes in Material Prices .
1972
134 
109 
126 
146
1977
119 
102 
112 
144
1980
91 
83 
81 
146
(Selected years)
1982
82 
64 
87 
81
1983
129 
96 
114 
121
1984
114 
102 
115 
123
By quarter (Adjusted for seasonal variations)
II
121 
109 
122 
132
1984 
III
105 
103 
112 
115
IV
103 
92 
98 
105
1985 
I
102 
91 
97 
92
II
100 
82 
93 
89
SOURCES: Average weekly hours and initial claims data based on information from Michigan Employment Security Commission; 
number of housing units put under contract, F.W. Dodge Company; survey data from the National Association of Purchasing Manage 
ment.
a. Data on Metropolitan Statistical Area (MSA) labor-market basis; adjustment for Battle Creek, Kalamazoo and Muskegon by the In 
stitute.
b. Smoothed (4-term trailing average).
c. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting condi 
tions unfavorable to economic growth plus 100.
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Table 5 
Selected Labor Market Indicators
Average for manufacturing production workers8 
May 1985
(Not adjusted for seasonal variations)
Civilian labor force 
unemployment rateb
Area
United States .............
Michigan ................
West Michigan MSAs:
Battle Creekc ............
Benton Harbor ...........
Grand Rapids ............
Kalamazooc .............
Muskegonc ..............
Other MSAs: 
Ann Arbor- Ypsilanti ......
Detroit0 ................
Flint0 ..................
Jackson ................
Lansing-E. Lansing0 ......
Saginaw-Bay City- 
Midland0 ..............
Other areas:
Upper Peninsula .........
Weekly 
hours
40.3
43.1
41.1
39.9
40.7
41.5
40.5
44.8
43.7
47.0
40.4
42.8
44.0
38.7
Hourly 
earnings
$ 9.48
12.61
13.29
9.55
10.58
11.70
10.96
13.19
13.32
14.89
10.14
14.32
13.83
9.13
Weekly 
earnings
$382.04
543.49
546.22
381.04
430.61
485.55
443.88
590.91
582.08
699.83
409.66
612.90
608.52
353.33
December 
1984d
7.2
10.6
10 Q
13.0
9.7
7.7
12.1
5.9
Q 5
11.7
11.3
7 Q
13.1
16.4
June 
1985
7.3
10.3
n.a.
n.a.
n.a.
n.a.
n o
n o
n o
n.a.
n o
n o
n o
n o
SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. The unemployment rate for the civilian labor force in the U.S. and Michigan shown here are adjusted for seasonal variations. Rates
for other labor markets shown here are not adjusted.
c. New geographic boundaries: Battle Creek no longer includes Barry County; Kalamazoo no longer includes Van Buren County;
Muskegon no longer includes Oceana County.
d. Unemployment rates reported for December 1984 in this table differ from those reported in the previous issue. This difference occurs
because of the change by the Office of Management and Budget in the definitions of the metropolitan areas. The metropolitan areas of
Battle Creek, Kalamazoo and Muskegon each lost a rural county that had previously been part of their metropolitan area. In each case,
these rural counties had higher unemployment rates than the urban centers. Thus, the unemployment rates for December 1984 for these
three metropolitan areas are all lower than would be reported on the old basis.
Table 6 
Index of Help-Wanted Advertising (1977=100)
Annual averages (Selected years)
Area
Battle Creek . . ....... .
Kalamazoo . . 
Muskegon 
West Michigan, 4 MSAs . . 
Detroit, Michigan . .
1972
88
n.a.
76 
n.a. 
n.a. 
84
1977
100 
100 
100 
100 
100 
100
1980
82 
96 
92 
91 
93 
62
1982
68 
52 
58 
67 
57 
36
1983
79 
65 
68 
69 
68 
43
By quarter (Adjusted for seasonal variations)
1984
95 
93 
97 
90 
94 
59
II
92
87 
93 
88 
89 
58
1984 
III
90 
94 
100 
92 
94 
56
IV
101 
103 
103 
94 
103 
64
1985 
I
103 
106 
121 
99 
109 
68
II
102 
110 
109 
102 
108 
70
SOURCES: West Michigan indexes based on employment ad counts from the Battle Creek Enquirer, The Grand Rapids Press, the 
Kalamazoo Gazette and the Muskegon Chronicle; Detroit index from The Conference Board.
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Table 7a 
Consumer Price Index (CPI), U.S. City Average (1967=100)
Annual 
Year Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.
CPI for Urban Wage Earners and Clerical Workers - All Items (CPI-W)
1983 
1984 
1985
1985
297.4 
307.6
292.1 
302.7 
311.8
CPI
312.6
292.3 
303.3 
312.7
293.0 
303.3 
314.0
294.9 
304.1 
316.0
296.3 
305.4 
317.3
297.2 298.2 299.5 300.8 
306.2 307.5 310.3 312.8 
318.3 [Discontinued after June 1985
for Urban Wage Earners and Clerical Workers - All Items (CPI-W)
313.9 315.3 316.7 317.8 318.7
301.3 
312.2
301.4 
311.9
301.5 
312.2
- New Seriesa
...
CPI for All Urban Consumers - All Items (CPI-U)b
1983 
1984 
1985
298.4 
311.1
293.1 
305.2 
316.1
293.2 
306.6 
317.4
293.4 
307.3 
318.8
295.5 
308.8 
320.1
297.1 
309.7 
321.3
298.1 299.3 300.3 
310.7 311.7 313.0 
322.3
301.8 
314.5
302.6 
315.3
303.1 
315.3
303.5 
315.5
SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data shown above are not adjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation 
purposes. Although the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several impor 
tant factors affecting living costs. The CPI-W and CPI-U series are all linked historically to the original CPI Index for Urban Wage 
Earners and Clerical Workers.
a. Revised index changes the home ownership measure of the CPI-W to a rental-equivalence basis, 
b. Effective in January 1983 the home ownership component of the CPI-U was changed to a rental-equivalence basis. 
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather 
than changes in index points. Index point changes are affected by the level of the index in relation to its base period while percent 
changes are not. Example of computation follows:
100 x I" 307.6 (1984 annual avg.) - 297.4 (1983 annual avg.)
297.4 (1983 annual avg.)
=3.4%
Table 7b 
Average Residential Contract Mortgage Rates in Michigan
Year Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec.
1981
1982 .
1983
1984
1985 . .
. 15.72
. . 17.04
13.66
13.72
. 13.64
15.71
17.21
13.41
13.42
13.37
15.68
17.13
13.25
13.46
13.49
15.57
17.23
12.67
13.69
13.45
16.20
17.16
12.61
13.96
13.33
16.72
17.09
12.52
14.61
12.55
17.41
16.99
12.81
14.74
12.34
17.76
16.88
13.18
14.58
18.17
15.95
13.94
14.42
18.48
15.55
13.86
14.34
18.48
14.43
13.78
13.85
17.53
13.99
13.77
13.78
SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans
allow mortgage rates to be adjusted, varied, blended, or shared.
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Table 8 
Employment Data for West Michigan MSAs and Michigan"
(Thousands of jobs - by place of work)
Labor market area
Battle Creek . . . 
Grand Rapids . . 
Kalamazoo .... 
Muskegon .
West Michigan, 
4 MSAs . 
Michigan
Labor market area
Battle Creek . . 
Grand Rapids . . . 
Kalamazoo
West Michigan, 
4MSAsb .. ....
Michigan
Labor market area
Battle Creek . . . 
Grand Rapids 
Kalamazoo . . 
Muskegon ....
West Michigan, 
4 MSAsb .... 
Michigan
Labor market area
Battle Creek . . . 
Grand Rapids 
Kalamazoo . 
Muskegon . ....
West Michigan, 
4 MSAsb .....
Michigan .....
1970
53.2 
191.8 
75.3 
52.0
372.3 
2999.1
1970
22.2 
72.5 
29.3 
24.7
148.7
1081.1
1970
22.8 
99.3 
31.0 
20.5
173.6 
1411.3
1970
8.3 
20.0 
14.9 
6.8
50.0
506.7
Wage and Salary Employment"
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1984 1985
1972 1977C 1980 1982 1983 1984 II III IV I II
54.2 57.3 55.2 51.1 50.9 52.7 52.3, 53.2 53.3 53.1 53.3 
203.9 240.7 266.1 261.0 263.8 271.5 270.8 272.8 273.3 281.9 282.4 
76.4 89.9 95.6 91.8 92.1 94.3 93.8 94.8 94.7 95.0 95.3 
51.5 55.5 56.4 52.0 50.4 53.4 53.0 54.1 54.1 54.3 53.7
385.9 443.4 473.3 455.9 457.3 471.9 470.2 474.6 475.2 484.4 485.1 
3119.0 3442.5 3442.8 3193.3 3186.4 3294.3 3273.3 3301.6 3333.8 3394.0 3418.4
Manufacturing Employment
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1984 1985
1972 1977C 1980 1982 1983 1984 II III IV I II
22.0 20.7 18.0 15.3 14.3 14.6 14.5 14.8 14.7 14.4 14.4 
76.4 83.8 89.0 84.5 86.1 92.0 91.9 92.2 93.2 96.3 96.2 
28.2 29.5 28.5 27.0 27.1 28.3 28.2 28.3 28.4 28.7 28.7 
22.3 21.2 19.7 17.2 16.6 18.7 18.6 18.8 19.3 19.5 19.3
148.9 155.2 155.2 144.0 144.0 153.6 153.2 154.0 155.5 159.1 158.7
1097.4 1128.4 998.9 876.9 880.8 942.1 933.5 944.2 956.7 961.1 951.7
Private Nonmanuf acturing Employment
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1984 1985
1972 1977C 1980 1982 1983 1984 II III IV I II
23.5 26.6 27.2 25.7 25.8 26.8 26.5 26.9 27.1 27.5 27.6 
105.8 126.6 144.5 147.5 149.0 150.9 150.4 151.4 151.9 157.3 157.5 
33.4 44.1 50.3 49.1 49.8 50.9 50.8 51.3 51.2 51.2 51.5 
22.1 25.2 27.3 26.4 25.8 26.7 26.6 26.9 26.9 27.0 26.8
184.8 222.5 249.4 248.6 250.5 255.3 254.4 256.4 257.1 263.1 263.4 
1494.7 1717.3 1816.1 1738.6 1729.6 1782.6 1773.4 1785.3 1806.0 1862.9 1891.7
Government Employment
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1984 1985
1972 1977C 1980 1982 1983 1984 II III IV I II
8.7 10.0 10.0 10.2 10.8 11.4 11.2 11.6 11.4 11.3 11.3 
21.6 30.3 32.3 29.0 28.7 28.6 28.3 29.4 28.4 28.3 28.3 
14.8 16.4 16.8 15.7 15.2 15.0 14.8 15.2 15.0 15.1 15.0 
7.1 9.1 9.4 8.3 8.1 8.0 7.9 8.3   7.9 7.8 7.8
52.2 65.8 68.6 63.2 62.8 63.0 62.3 64.4 62.6 62.5 62.3
526.9 596.8 627.8 577.8 576.0 570.0 565.9 573.0 570.4 570.7 571.0
SOURCE: Based on Michigan Employment Security Commission preliminary estimates. Seasonal adjustment by the Institute.
a. As of January 1985, data from MESC conform to federally defined metropolitan statistical areas (MSAs). Data for Battle Creek
(Calhoun), Kalamazoo and Muskegon cover single county areas. Grand Rapids (Kent and Ottawa) remains unchanged.
b. Sum may not add to total due to rounding.
c. Base year for index calculations.
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New Major Labor Market Definitions 
by Census Statistical Area
As of January 1985, the Michigan Employment Security Commission data conform to the boundaries of 
federally defined Metropolitan Statistical Areas (MSAs) and Primary Metropolitan Areas (PMAs) in 
Michigan. With this issue, labor market data shown in Business Outlook are based on the "new" definitions 
wherever possible.
Area name 
Areas with changes:
Battle Creek, MSA*......... - Old:
New:
Detroit, PMSA............. - Old:
New:
Flint, MSA ................ - Old:
New:
Kalamazoo, MSA* .......... - Old:
New:
Lansing-E. Lansing, MSA .... - Old:
New:
Muskegon, MSA* .......... - Old:
New:
Saginaw-Bay City- 
Midland, MSA ........... - Old:
Counties included in definition
Barry, Calhoun Counties ....................
Calhoun County only .......................
Lapeer, Livingston, Macomb, Oakland, St. Clair, 
and Wayne Counties........................
Lapeer, Livingston, Macomb, Monroe, Oakland, 
St. Clair, and Wayne Counties ................
Genesee, Shiawasee Counties.................
Genesee County only .......................
Kalamazoo, Van Buren Counties ..............
Kalamazoo County only .....................
Clinton, Eaton, Ingham, Ionia Counties ........
Clinton, Eaton, Ingham Counties only .........
Muskegon, Oceana Counties .................
Muskegon County only .....................
New:
Unchanged areas:
Ann Arbor, PMSA . . . 
Benton Harbor, MSA* 
Grand Rapids, MSA* . 
Jackson, MSA.......
Saginaw and Bay Counties published as
separate SMSAs 
BayCity .................................
Saginaw. .................................
Saginaw, Bay, and Midland Counties combined . .
Washtenaw County ........................
Berrien County ............................
Kent, Ottawa Counties......................
Jackson County ...........................
Population
187,338
141,579
4,353,413
4,488,072
521,589
450,449
279,192
212,378
471,565
419,750
179,591
157,589
119,881
228,059
421,518
264,740
171,276
601,680
151,495
SOURCES: U.S. Department of Commerce, Bureau of the Census PHC80-3-24, Michigan U.S. Office of Management and Budget. 
NOTE: Michigan portion of Toledo formerly listed separately but not shown above has been added as Monroe County portion of Detroit 
under new definition. Detroit and Ann Arbor are Primary Metropolitan Areas. Together they make up the Detroit-Ann Arbor Con 
solidated Metropolitan Statistical Area (CMSA). 
*West Michigan MSAs.
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Recent Institute Books
Labor Market Dynamics . . . 
Youth and the Labor Market
Analyses from the National Longitudinal Survey
MICHAEL E. BORUS, EDITOR 1984. 295 pp. $13.95 paper, $20.95 cloth.
Major issues confronting young people in the transition from home and school to the world of work are 
analyzed in the seven separate studies included in this book. Each study deals with issues and problems 
that are highly relevant to the employment and unemployment experience of youth.
Labor-Management Relations . . . 
Union Organizing and Public Policy 
Failure to Secure First Contracts
WILLIAM N. COOKE 1985.159 pp. $11.95 paper, $16.95 cloth.
This study investigates factors that explain why 25-30 percent of the time unions fail to obtain collective 
bargaining contracts after winning representation elections. Evidence indicates that employer resistance 
plays a significant role. Cooke tests hypotheses concerning the impact of NLRB procedural delays, 
discriminatory discharges, and other salient factors on whether first contracts are negotiated and pro 
poses public policy changes to better effectuate the purposes of the National Labor Relations Act.
Employment and Training Programs . . . 
Employment and Training R & D 
Lessons Learned and Future Directions
R. THAYNE ROBSON, EDITOR 1984.133 pp. $11.95 paper, $16.95 cloth.
The National Council on Employment Policy, at its January 1984 meetings, focused on a review of pro 
grams conducted by the Office of Policy, Evaluation and Research in the Department of Labor's 
Employment and Training Administration. This volume contains four papers, commissioned by the 
Council to aid it in reviewing the past, examining present policy, and developing recommendations for 
future policy.
Income Replacement Policy . . .
Federal-State Relations in Unemployment Insurance 
A Balance of Power
MURRAY RUB IN 1983. 258 pp. $11.95 paper, $18.95 cloth.
This book analyzes the distribution of authority and responsibilities for the unemployment insurance 
system, shared since its inception by two levels of government. Rubin examines the extent to which the 
federal-state balance of power has contributed to the success of the American system of unemployment 
insurance.
Local and Regional Studies . . . 
Who Lives Where in Kalamazoo?
LYNDELL R. BLEYER, MARTA B. HOWELL, PHYLLIS R. BUSKIRK 1984. 74 pp. $10.00 paper.
This work contains a compilation of the major characteristics of population and housing in tabular form 
for minor civil divisions (MCDs cities, townships, villages) and census tracts within Kalamazoo Coun 
ty, now defined as a single-county, Standard Metropolitan Area. The tables are designed to reveal the 
most recent detailed small area data available.
W. E. Upjohn 
INSTITUTE
For Employment Research
3OO S Westnedge Avenue 
Kalamazoo, Michigan 49OO7
Telephone (616)343-5541
